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There’s one 100-proof way to guard your door 
against this fellow’s visit. 

There’s wolf poison in every U. S. Savings Bond 
you buy. There's sweet security, too—for your home, 
your family and yourself. 

U. S. Savings Bonds are 100% guaranteed by 
Uncle Sam. They pay you $4 for every $3 you put 
in, after 10 years. 

Think of this profitable saving in terms of future 
comforts and luxuries. Think of the advantages it 
will mean for your children as they grow up. 

Think. THINK. THINK. 

Then start saving right away —today! Start saving 
automatically this sure, convenient way. If you work 
for wages or salary, enroll in the Payroll Savings 
Plan—the only installment buying plan. 

If you’re not eligible for this plan—if you’re in 
business but not on a payroll—ask your bank about 
the equally practical Bond-A-Month Plan. 


REMEMBER —U. S. Savings Bonds are poison 
to wolves! 


Automatic saving is sure saving— U.S. Savings Bonds 
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Eire Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 


The regular quarterly dividend for 





{ 





























r h f $1.183%4 
CONTENTS seve patie Ostber 198 
pe d t the close of busi- 
UI TN 3 as Sree toby yen shes ON Gk da 615 seus Sepbecnber 17, 1948. 
As I See It 7% SECOND PREFERRED STOCK 
SII corte ns dav Sins - ee» dn cod 617 2 The regular quarterly dividend for 
; tat} the current quarter of $1.75 per share, 
Market Seeking Realistic Levels payable October 1, 1948 to holders of 
A, T. BEE os oc ve en Ee See at Oe ey eke oe 618 paver ody Fe Fa of business Sep- 
Business & Economic Implications of Waning Industrial COMMON STOCK 
Expansion—By E. A. Krauss .................... 620 60 cents per. share, payable Sep. 
Significance of Growing American Investments Abroad ak the cinks af buslacayMenmbicieer 11, 
By John Dana....... bs epi e Damew eee w er waa cn 623 1948 
: . O. GILBERT 
Benefits & Hazards in U. S. Government Bond Support ~s prme 
—Should Support Levels be Lowered ? September 7, 1948 2 
Yes—By Thomas L. Godey ...................... 626 ~~ 
PlO—0ee a. a PP oe oes So ee dee cwigaaw acces 627 
Happening in Washington 
oe ee. ee ee 628 Safeway Stores, Incorporated 
Sal a Be a aati Ses ne Bais Sek a we, 629 Preferred and Common 
France’s Perennial Crisis Stock Dividends 
Be Ba obs sos 0 3 EPPO ARE 631 The Board of — of 7 
i j ; Stores, Incorporated, on September 3, 
1948 Mid-Year Reappraisals of Security Values | 1948 decleced aiaralediiadioade en 
Earnings & Dividend Forecasts (Part 4) ........... 634 the Company’s $5 Par Value Common 
Divergent Earnings Trends for Metal Companies and 5% Preferred Stocks. 
By Warren Beecher ...........0.5-- Ne ae rere ee 635 nes <_< nes 
Prospects for Machinery & Machine Tools ial ene 
oe Le EE ere re eee 638 sontiitcibies of ccanmhakthedaenel 
What’s Ahead for the Liquors business September 16, 1948. 
ee I I ssi ke Saws wee Cee cnwbeecndion 641 bie a on ry iy lo uae 
Pros & Cons in Rail Equipments Stock is at the rate of $1.25 per share 
9 and is payable October 1, 1948 to 
By HS. Coffin ...... ENA Se H's WS eRe ee R84 Ye ewe 642 stockholders of record at the close of 
Another Look at the Movies business September 16, 1948. 
OM re a 4 y x o's Skee ROO 644 MILTON L. SELBY, Secretary. 
PE re I id ag FESS Ke Tivo soo ou ORR RR ERS 646 Sn 5 SEM 
I A I a a ig wie Sawa s bok 648 — 
ne rig cae aa va 0 Co oc oe ee ue wah swar 649 
The Bene enn 650 CANADA DRY 
Cumulative Index for Volume 82 ..................2.. 664 DIVIDEND NOTICE 








The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on August 31, 1948 declared the 
regular quarterly dividend of 
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$1.0625 per share on the $4.25 
Cumulative Preferred Stock and 
a dividend of $0.15 per share on 
the Common Stock; both pay- 
able October 1, 1948 to stock- 
holders of record at the close of 
business on September 15, 1948. 
Transfer books will not be 
closed, Checks will be mailed. 
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LARGE NEW OIL INVESTMENTS ABROAD 


Photo by Standard Oil (N. J.) 


American investment dollars are once more flowing overseas in mounting volume, much of it for the 
development of new oil resources. Millions in recent years were spent for pipelines and oil field equip- 
ment, for refineries and tankers, for drilling operations in distant countries as pictured above. The article 
on page 623 tells you about the significance of our growing investments abroad, new postwar trends 


and potential impacts on our foreign and domestic business. 


THE MAGAZINE OF WALL STREET 








THE 


C. G. Wycxorr, Editor-Publisher 


1907 - Over Forty Years of Service - 


* 


Economics > +; rities.~ - 
Foreign Affairs,/ «7 Politics - 


E. A. Krauss, Managing Editor 





MAGAZINE OF WALL STREET 


ArtHur G. GAINES, Associate Editor 


1948 


yrs 


Business 


The Trend of Events 


SETTING THE TUNE... President Truman’s Labor Day 
message addressed to the electorate, not to Con- 
gress, set the tune for his campaign. It was, perhaps 
appropriately enough, about labor, to labor and for 
labor. 

What strikes us particularly is not so much his 
open bid for the labor vote. This is natural in a 
campaign year, and indulged in by both parties. It 
is even less surprising in the light of the President’s, 
and his party’s, traditional pro-labor attitude. More 
interesting are the signs that this time the demo- 
cratic party may have to fight for union votes, and 
this holds its own somber implications. 

At the time the President held his Labor Day 
speech, the nation was beset by serious strikes. One 
of truck drivers in New York and New Jersey that 
threatened the flow of food to the City of New York 
and distribution within it. Another of maritime 
workers on the Pacific Coast that interrupted in- 
ternational and coastwise shipping, an interruption 
aggravated on the highest level by the need of the 
Government to ship military supplies to Japan and 
elsewhere. A third, a strike of oil workers in Cali- 
fornia, reduced distribution of gasoline to a point 
of apprehension of serious shortages and subse- 
quently led to pitched battles between police and 
pickets. All these strikes are still going on, threat- 
ening public or semi-public functions and the wel- 
fare of the population. On the West Coast, par- 
ticularly, Mr. Bridges is still unabridged, with the 
situation rapidly drifting towards a national emer- 
gency. 

This twin-characteristic of the past Labor Day is 
far from new. For the last fifteen years, increased 
privileges and power have been consistently con- 
ferred on labor unions, through legislation, court 
decisions or administrative actions. Yet this defer- 


ence to labor has brought labor peace not any 
nearer. If anything, it is farther away than ever. 

And again, the President in his Labor Day mes- 
sage comes out for extension of the power of labor, 
denounces restrictions imposed on it by the Taft- 
Hartley law, promises a “new and sounder program 
of labor relations.” He offers no comment, let alone 
a warning against the patent abuses of power of 
which organized labor has been guilty, or the threat 
to the public welfare embodied in the very strike 
actions that made newspaper headlines the very 
same day. 

Hence it is well to recall that it is the Govern- 
ment’s obligation to protect the nation from the con- 
sequences of strikes and walkouts, where public 
health and welfare, and even public policy, is en- 
dangered. This obligation exists even in a campaign 
year. Instead, however, appeasement seems to be the 
word. The strikes we mentioned are continuing, pos- 
ing new and serious problems not only to a strike- 
weary populace but to the U. S. Government itself. 


TAXES AND SAVINGS . Ex-President Herbert 
Hoover in a recent statement warned that the pres- 
ent tax burdens are so great and such a drain on 
the economy that they seriously “curtail the whole 
economic and social advance of the United States.” 

“We have not socialized industry,” Mr. Hoover 
told members of the National Press Club, “but we 
have come close to socializing savings into the gov- 
ernment.” The tax burden is so heavy, he explained, 
that we are drawing fundamental savings into the 
Treasury. We saw evidences of this last year in the 
large amounts of long term capital borrowed from 
banks instead of investors, a process that cannot 
go on for long. 

All of which is only too true. Yet strangely, few 
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people realize the extremely grave long term conse- 
quences of a continuous heavy tax drain on the 
people and on the economy as a whole, the inexor- 
able lowering of our standard of living, the threat 
to our middle class, the radicalization of large seg- 
ments of our population, the mounting social 
problems. 

Some may contend that regrettable as it is, there 
is nothing that can be done about it, that taxes must 
stay high to cover government expenditures cur- 
rently about ten times normal prewar requirements 
(prior to the New Deal). Yet a good deal can be 
done, chiefly by instituting every possible saving in 
the Government. There is still a lot of wasteful 
spending going on, of the kind that should and could 
de dispensed with forthwith. Government payrolls 
are still enormously padded with unproductive 
workers. Some Government agencies (you can now 
borrow from no less than 26 of them) are entirely 
too free with the public’s money. And some, like 
the AAA, have the taxpayer-consumer over a double 
barrel. 

Never was there more need for thrift in govern- 
ment, yet hardly ever was there more waste. It’s 
time to stop it! 


WHERE TO START... A good starter would be to halt 
wasting the taxpayers’ money on unrealistic farm 
price support programs. Their cost is likely to soar 
tremendously in the wake of this year’s bumper 
crops. Indignation of hard-pressed taxpayers and 
consumers over the impact, and likely consequences, 
of unjustifiedly high price support levels is assum- 
ing serious proportions, yet being largely unorgan- 
ized politically, their voices do not carry too far, nor 
too much weight, in spite of the approaching elec- 
tion. The farm bloc is more powerful, easier to deal 
with, more compact. 

Thus we are not surprised to hear predictions that 
price support commitments (at 90% of parity) to 
the farmers will not be altered for next year’s crops, 
despite all the hullabaloo. It’s too late to do much, 
the politicians say. Besides, they dislike to renege 
on their promises. 

The Government will be forced to spend anywhere 
from $11 billion to $3 billion for crop support 
operations on this year’s crops alone. Not only that, 
the Agriculture Department is constantly devising 
ways and means of facilitating crop loans. Thus the 
1948 cotton loan program was recently amended to 
permit loans on farm-stored cotton. Heretofore 
loans were only made on cotton stored in approved 
warehouses. In the words of the Agriculture Depart- 
ment, the change was made “to make loans more 
readily available to producers in those areas where 
there is a shortage of warehouse space.” 

Cotton dealers predict that nearly six million bales 
of the 1948 cotton crop will be lodged with the Gov- 
ernment under the loan program, largest amount 
since 1937. At average loan rates of close to 3lc a 
pound, it will cost a pretty penny. It will also keep 
cotton prices high, and therefore the prices of cloth- 
ing, apparel and other cotton goods which the con- 
sumer already finds hard to buy at today’s price tags. 

An excellent chance to economize exists right 
here. It also would mean a break for the consumer, 
who usually is a taxpayer as well. Too bad that he 


forgets so often that he is also a voter! 

He should think more of it, particularly when 
he is now being told that he may face rising food 
prices in the face of plentiful farm crops. So much 
of it is going into Government loans that there 
actually may be a shortage of available supplies on 
the market. As one wag recently put it: The old 
law of demand and supply seems to have taken a 
strange twist — those who supply these days do also 
the demanding! 


FOOD FOR THOUGHT... Bringing to reality a cen- 
tury-old dream of the steel industry, the Republic 
Steel Corporation and Babcock & Wilcox have re- 
cently announced the development of a continuous 
steel casting method that will revolutionize steel 
making. With it, steel can be cast in one step rather 
than many expensive ones, from the liquid phase 
to semi-finished shapes. The greatest single advan- 
tage is that it removes from the conventional pro- 
duction method the most massive and expensive 
parts of steel plants. The new process requires a 
plant that is dwarfed by the conventional establish- 
ment. And by removing intermediate steps which 
have accounted for an important part of the total 
investment required in steel making, it permits a 
sharp cut in capital requirements and a correspond- 
ing reduction in labor, affording savings of at least 
$3 a ton in the production of steel. The new process 
will increase productivity by a substantial margin, 
and permit the decentralization of the steel indus- 
try, heretofore held hardly feasible because of the 
huge and expensive equipment involved. 

The new development is particularly significant 
and timely in view of the rise in unit costs, of wage 
rates, of the growth of featherbedding among labor 
organizations, the steep boost in the cost of trans- 
portation — all of which have combined to raise 
break-even points in the steel industry (and else- 
where) to dangerously high levels. The means of 
cutting costs through the new process thus comes at 
a particularly appropriate time. 

However, aside from its practical and financial 
aspects, this development provokes other reflections. 
While Republic Steel Corporation has experimented 
on it for about six years, steel engineers and metal- 
lurgists have been looking for such a simplified 
method for over a century. Final success was the 
end-result of a long and patient process of trial and 
error, the work of a large number of persevering 
individuals and the result of great capital outlay 
for many years without direct reward. 

We doubt whether under any other than the much 
abused capitalistic system, such unflagging and cost- 
ly pursuit of an idea, accompanied as it was by fre- 
quent failures, would have been possible. But we 
have no doubt that once successful, the workings 
and compelling relationships of the capitalistic sys- 
tem will make the widest diffusion of the resultant 
benefits an absolute necessity. 

In short, it is an interesting case study in capital- 
ism (and there are many of them, of course) that 
should give food for thought to all those who mis- 
takenly believe that the socialist or communist pas- 
tures look greener. Under neither of these systems, 
we think, would such progress, that benefits all man- 
kind, have been possible. 
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BY ROBERT GUISE 


NO RETREAT! 


- this is written, the Moscow negotiations 
have not yet been broken off, but there is no visible 
reason why they should not be. Obviously an agree- 
ment acceptable to the western powers, and to the 
cause of peace, cannot be had for the simple reason 
that the Kremlin doesn’t want one. That much has 
been made clear by the fruitless and dragged out 
talks in Berlin between 
commanders of the oc- 
cupation zones, and 
even more so by by ,-. 
the Russian - inspired / 
actions in that city. 
Russian willingness to 
negotiate in itself has 
been mocked by every 
fresh provocation. 

While the western 
envoys in Moscow were 
striving for an accept- 
able settlement, the 
Berlin crisis has deep- 
ened by deliberate 
Russian design. No 
more evidence is 
needed to make it plain 
that there can be no 
constructive meeting 
of the minds. Worse 
yet, whatever agree- 
ment we might sign 
with the Soviets, we 
may be sure that they 
will renege on it again 
whenever it suits their 
purpose. It won’t be 
worth the paper it is 
written on. 

Even if a temporary breathing spell were secured, 
the Russians would still want to push us out of 
Berlin, and ultimately out of Germany and Europe 
in furtherance of their aim of world communism. 
To even the superficial observer it must now be ob- 
vious that the negotiations in Moscow are a delusion 
and a snare dragged out by the Kremlin to gain 
time. Anything remotely resembling a practical solu- 
tion is not in sight. And anything short of a solu- 
tion acceptable to the western powers should not be 
approved by us. The time for make-shift and ap- 
peasement is passed. If there can be no settlement 
of the differences, there can and must be no retreat! 

Fortunately in the West there are evidences of 
grim readiness to face the consequences of a break- 
down of the latest painful attempt to restore reason 
and peace to a world in urgent need of both. Our 
air lift to Berlin is being stepped up. Concentration 
of aerial power in England and elsewhere has been 
reported in the press. Britain has shown herself 
ready to do her part by the dramatic announce- 
ment that she will double the production of fighter 
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planes. No comment on the Moscow talks could be 
more eloquent. The stage is being set for a show- 
down in the face of stubborn Russian intransi- 
geance. The cold war is heating up! 

Our determination to face a showdown has prob- 
ably been strengthened by indications that Russia’s 
game still consists largely of bluff. We now appear 
ready, and should be 
ready, to call her bluff. 
Every time the west- 
ern powers during the 
Moscow negotiations 
were about to with- 
draw in disgust, the 
Kremlin offered just 
enough bait to war- 
rant a continuation. 
Persistently the So- 
viets have been work- 
ing for time in the be- 
lief that time will be 
on their side. That is 
true enough; all the 
more reason why we 
should be determined 
to retreat no further. 
More appeasement 
now will only make 
harder the task that 
inevitably will face us 
later. If the West acts 
with vigor,;and speaks 
with candor, Russian 
policy will be stripped 
of the last pretense 
and the Soviets will 
have no recourse but 
to submit to, or brazenly defy, the judgment of 
the world. 

Dragging out the Berlin crisis, or otherwise shut- 
ting our eyes to the Kremlin’s shameful game for 
world disorder will not only gravely react against 
our prestige and our interests; it would give the 
Russians a chance to strengthen their position for 
the inevitable showdown at a later date. It would 
give them an opportunity (which they obviously 
want and need) to strengthen their grip on the 
hapless peoples now unwillingly under, their con- 
trol, to digest and consolidate their ill-gotten gains 
by transforming their satellite nations into mere 
Russian provinces. 

This would be a severe blow to the western 
cause, but the opportunity to prevent it exists if we 
act fast and firmly. Soviet policies have tonsistently 
driven their puppets into highly disagreeable 
courses of action, hence their tendency ‘to rebel as 
in the case of Tito in Yugoslavia, of ‘Gomulka in 
Poland, of the widespread resistance in Czechoslo- 
vakia indicates. Such (Please turn to page 662) 


WANT TO HIBERNATE”’ 


Long in The Minneapolis. Tribune 


617 














* 


Market Seeking Realistic Levels 


The market may have substantially allowed for everything in the unsatisfactory for- 
eign situation, short of actual war. Hence, a trading rally is possible, since domestic 
business remains at high levels. But there are growing, and valid, doubts about eco- 
nomic potentials beyond the medium-term. Our market policy remains highly cautious. 


By A. T. MILLER 


Es! he market lost ground during the past fort- 

night, cancelling nearly all the gain made on the 
minor rally which had run from late August to just 
beyond Labor Day. Traders may derive some en- 
couragement from the fact that the August lows 
-—— technically significant as the bottoms to date in 
the general downtrend from the summer recovery 
highs — have not yet been broken; and from the 
further fact that the volume of transactions on the 
latest sell-off was too light to suggest a general 
liquidating movement. 
_ For your reference: the summer high in the Dow 
industrial average was 193.16, the August low 
179.27, the early-September rally high 185.36, last 
week’s low 179.38, last week’s close 180.07. The 
comparable points for the rail average are: high 
64.95, August low 58.68, September 7 high 63.12, 
last week’s low 59.72, last week’s close 60.28. (All 
figures are daily closings.) 


As emphasized by the Support Indicator chart on 
this page, interest in both the buying side of the 
market and the selling side is currently low, and 
the balance between them is very narrow. The best 
possibility that we can see for the near-term Is a 
rally, of no great proportions, induced mainly by 
the hit-and-run operations of Stock Exchange floor 
traders. The technical position at the moment may 
be fairly strong. Offerings from the general invest- 
ing public are insignificant. The market has been 
backing and filling for about five weeks without ex- 
tending the late-summer decline. Prevailing senti- 
ment is generally cautious, aggressive bullishness 
very nearly non-existent. With respect to foreign 
affairs, hopes are very low; and it might be that 
psychological preparation has been substantially 
made for anything in the foreign news excepting 
actual war. With domestic business at a high level, 
and unlikely to become importantly worse for at 

a least the rest of this year, the con- 
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siderations cited could well defer a 
decisive downside market test for an 
indeterminate period, and meanwhile 
20 yield a rally sufficient at least to re- 
10 lieve at least the current monotony. 


Buyers Will Remain Cautious 


On anything beyond a relatively 
270 short-term view, we remain convinced 
260 that there is more risk than promise 
in purchases for appreciation. We be- 
lieve there is more potentiality for de- 
“ cline in the market than for advance, 
230 even though there is scant basis for 
220 conviction on either timing or the ap- 
proximate scope of movement when 
potentiality becomes actuality. Those 
“" who disagree cite the high level of 
190 business, earnings and dividends as 
180 justification for higher average stock 
170 prices. But the market has had this 
bullish ammunition to feed on for a 
very long time, and it loses, rather 
130 than gains, in psychological potency as 
140 the months pass. It has at no time been 
30 enough to generate a sustained ad- 
86 vance, even when the tension in the 
foreign situation was considerably less 
than it is now. The evidence ever since 
the summer of 1946 makes it conclu- 
sive that the inflationary postwar 
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boom cannot be accepted as 
foundation for a genuine 
bull market. 


From the start of this 
boom thinking investors 
have worried about its ulti- 
mate deflationary end, and 
put an unusually low valu- 
ation on prevailing earn- 
ings. The continuation of 
the boom merely proves L 
those worries to have been [" 
premature, not unfounded. 
The market never gets | |! 
away from apprehension 
about “the coming reces- 
sion” — practically every- 
body expects it — for very 
long. It has been tempo- 
rarily put out of mind on 
several good trading-range 
recoveries over the past 
two years or so, only to 
recur in due time. 
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At the present time there | | ; 
is a general feeling of un- t 
certainty about 1949 busi- = 
ness: a tendency to ques- 
tion, or doubt, that the 
boom will continue for 
more than a few months of 
of the new year at best. 
There was similar uncer- 
tainty about 1948 in the 
late summer of 1947, fol- 
lowing a three-month inter- 
mediate recovery in the 
market. The result was a 
protracted zig-zag down- 
ward trend in the market, 
which finally took the in- 
dustrial average down to 
about 165 in March of this 
year, or very close to the 
1946-1947 lows. Then sev- 
eral things happened to convince people that fear 
had gone too far, too soon. There was the European 
Recovery Program, the income tax cut and an- 
nouncement of the armament program. The market 
then had another three-month recovery, lifting the 
industrial average 17%, fooling Dow-Theory buyers 
into thinking it was “the real thing.” 

Now it is possible that business fears are still 
premature; but it is improbable that there can be 
an investment revulsion from them for a good many 
months at best; for doubt about 1949 business can- 
not be resolved by anything in the business statis- 
tics for the rest of this year, no matter how good 
they might be. On the other hand, the doubts could 
be increased by even minor indications of weaken- 
ing business. So far as we can see, it is not possible 
to look forward to any psychological stimulant re- 
motely comparable to the unusual series of “shots 
in the arm” early this year — the tax cut, ECA and 
arms program heretofore cited. We rule out the 
election as a stimulant of any importance for two 
reasons. First, the result is a foregone conclusion, 
already allowed for in investment thinking. Second, 
a shift in Administration will not assure continua- 
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tion of the boom in itself. 

The market as a whole now stands a little above 
the half-way point in its 1948 range to date, which 
in terms of the industrial average is roughly 193- 
165. Three times since the summer of 1946 it has 
sold down to the 163-165 level on uncertainty and 
premature fears. On the reasoning which we have 
cited, the chances are better than even that these 
old lows will again be tested, in almost any event; 
perhaps within the rest of this year, hardly later 
than early in 1949. We think that this will be so 
regardless of whether the surface business indica- 
tions — production, employment, national income 
payments — remain as they are now. 


Conservative Policy Justified 


However, the foundations of a boom do not get 
stronger with passing time. Without trying to fore- 
cast the 1949 business pattern from this distance, 
we think there is a valid basis at least for a ques- 
tioning, skeptical attitude. Supposing that the re- 
cession is now at long last actually shaping up, what 
would it mean for the stock market? As we have 
said before, there has (Please turn to page 661) 
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By E. A. KRAUSS 


2, Saal the end of the war, capital expenditures 
by industry and business have greatly contributed to 
the strength of the boom. Normally such outlays are 
one of the most important, but also most unstable 
elements in our economy, fluctuating sharply with 
the business cycle. In the postwar era, the trend has 
been consistently upward, reflecting new and accumu- 
lated requirements for productive facilities to meet 
the enormous demand for virtually every type of 
product. Together with huge inventory replacement 
needs and booming exports, they combined to push 
production and employment to unprecedented 
heights. Needless to say, any marked weakening of 
these major props to our present-day economy is 
bound to have incisive repercussions on the future 
course of economic activity. Should several of these 
factors weaken simultaneously, a recession in busi- 
ness will be inevitable unless offset by new stimulants. 

In recent months we have seen export demand drop 
rather precipitously though ERP now will act as a 
cushion against a further drop. The inventory boom 
is levelling off. Pipelines already are filled to over- 
flowing as far as soft goods are concerned, though a 
good deal of inventory rebuilding still remains to be 
done in many hard goods lines. But the peak appears 
to be passed. On the other hand, capital expenditures 
for plant expansion so far have held at exceptionally 
high levels but there are now signs of hesitation. 
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Hence the big question: 
Is plant expansion defi- 
nitely waning, ahead of 
the point (some time in 
1949) when a downtrend 
is generally expected as 
most postwar expansion 
programs have been com- 
pleted? If so, it would 
seem a turning point per- 
haps much sooner than 
anticipated. 


So far in every year 
since the war’s end, in- 
dustry has increased its 
outlays for new capital 
investments. This year it 
has planned to spend for 
this purpose some $18.6 
billion, according to offi- 
cial estimates. This would 
be 15% above the previ- 
ous record of $16.2 billion 
of actual expenditures in 
1947, a gain considerably 
smaller than the 35% rise 
between 1946 and 1947. 
If current year plans are 
fulfilled, industry will 
have spent some $47 bil- 
lion for new plant and 
equipment in the first 
three calendar years 
after the war, much of it 
for reconversion and re- 
placement of obsolete and 
worn-out facilities. 


The latter point is im- 
portant, for it has a sig- 
nificant bearing on the 
relative weight of the 
overall figure. Allowing 

for depreciation of plant and equipment (conserva- 
tively estimated for 1946-48 at about $18 to $19 bil- 
lion), net additions to capital assets appear to have 
been comparatively modest, particularly in view of 
the population growth and reduced capital invest- 
ment (for civilian purposes) during the war years. 
If one further considers the fact that depreciation is 
calculated on basis of substantially lower prewar 
costs, while postwar expansion was undertaken at 
much higher postwar prices, it strengthens the point 
made before, namely that net physical additions have 
been much smaller than suggested by the gross figure 
of $47 billion. As a result, prospects for continuation 
of the capital goods boom, though at a lesser rate, 
may actually be better than many think. 


Divergent Trends in 1948 Capital Outlays 


During the current year, manufacturing enter- 
prises anticipate expenditures aggregating some $7.8 
billion, a gain of $300 million or only 4% over actual 
outlays made in 1947. While the share of manufac- 
turing in total capital spending has been declining, 
it will still account for some 40% of the national total. 
Against this, utilities, railroads and the oil industry 
together account for almost 45% of total projected 
plant and equipment outlays this year, and they may 
gain in relative importance next year. To a consider- 
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able extent, their post- 
war expansion was de- 
layed until reconversion 
of the manufacturing in- 


Expenditures on New Plant and Equipment 


By U. S. Business 
(In Millions of Dollars) 





dustries, particularly 


























1947 1948 
those producing needed Jan.- — Apl.- July- Oct.- Jan.- — Apl.- July- 
capital goods, was well ba March = June Sept. Dec. March June* Sept.* 
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rails fully 75% more. 

Still to judge by the trend of contemplated outlays 
for the present year (see table), it appears that over- 
all capital spending is slowing down. Though the 
dollar volume in 1948 is expected to exceed 1947 ex- 
penditures, it will run below the rate of the fourth 
quarter of 1947. Similarly, the rate of planned out- 
lays in the second half is expected to fall somewhat 
below that for the second quarter of this year. Avail- 
able figures of course represent merely intentions 
which may be subject to change, depending on devel- 
opments. Significantly, the latest figures for the first 
time are lower than original intentions reported 
earlier in the year; previously, intentions were regu- 
larly underestimated. Thus at this juncture, the trend 
seems in the direction of contraction rather than 
otherwise, and there are a number of tangible reasons 
for it. 

A good many industries are now undergoing a rela- 
tively declining demand for their products as con- 
sumers adjust spending patterns to prewar norms, 
as in food, textiles, apparel and related lines. Where 
expansion in such lines is not yet completed, the urge 
for it will be considerably lessened by the declining 
need. Others, especially certain metal-using indus- 
tries, though their output is in strong demand, are 
unable to utilize fully present, let alone expanded 
capacity, because of the shortage of steel and other 
basic materials. Here, too, the attitude towards ex- 
pansion now may be found weaker, espe- 
cially since the steel shortage is likely to 
worsen rather than improve. 

A third and increasingly important factor 
are high costs which constitute a severe 
handicap to further expansion of facilities. 
Quite often the gap in costs between the 
planning and completion stage has been truly 
confounding, and construction delays have 
added greatly to cost schedules. In fact, 
actual expenditures have been keyed to de- 
livery schedules over which the purchaser 
had little or no control. 

The impact of costs, notably building 
costs, already has led to a marked decline in 
industrial construction. Though overall cap- 
ital outlays so far are holding up well, the 
bulk for some time has gone for equipment 
rather than new plant structures. Of the 
year’s estimated total of $18.6 billion, all but 
$3.3 billion is to be for new machinery rather 
than buildings! 

We now hear of a good many cases where 
expansion projects are being abandoned or 
postponed because of soaring costs. Concrete 
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examples include the recent shelving of plans by 
Stanolind Oil & Gas Co. for a multi-million dollar 
plant to make synthetic petroleum products from 
natural gas, and the postponement of various expan- 
sion moves by du Pont after spending, so far, about 
$350 million for expansion and new construction. 
Others, such as Glidden Co. for example, while going 
on with their programs are stepping down hard on 
any waste or frills in order to keep costs down. Fre- 
quently, plans are cut down both in size and scope. 


Industry’s Drive Against High Costs 


All of which brings into focus what appears to be 
shaping into a large-scale drive against high indus- 
trial costs throughout major industries. Doubtless 
project abandonments have been quite frequent, if 
unpublicized in many cases. The Stanolind move no 
more than parallels and reflects similar decisions 
elsewhere. 

Despite efforts last winter to hold down new plant 
costs by changing from “cost plus’ to “lump sum” 
contracts, the switch was not successfully made and 
costs as a result have continued to climb regardless 
of economies effected by new methods. More recently, 
moreover, abandonment of basing point pricing has 
added to the cost of steel and cement, and higher 
freight rates have boosted all around costs. Higher 
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costs, among other things, have definitely slowed in- 
dustrial decentralization plans. Should the trend con- 
tinue or deepen, it will not only further weaken indus- 
trial construction activity but force down the volume 
of durable goods sales to industry. 

How much industrial building already has dropped 
is shown by latest Government figures on new con- 
struction actually put in place. Whereas total new 
construction of all types last June showed a gain of 
38% over the same month last year, industrial con- 
struction was off 21% despite this year’s higher dol- 
lar costs. For the first six months, the average decline 
came to about 12%. 


No Great Stimulus From Rearmament 


The rearmament program, at this stage at least, 
is not expected to increase the capital investment 
needs of most companies. The expansion carried on 
since the war will be sufficient to take care of addi- 
tional production that might be necessary in the 
future. Even a future increase in preparedness 
spending may mean wider use of second and third 
factory shifts and stepped up production schedules 
rather than further expansion of physical plant. Ex- 
ceptions are the railroads, utilities and the oil indus- 
try, confronted by still greater demands at a time 
when capacity expansion is already being pushed to 
physical limits, hence the extraordinary scope of their 
planned additions. 

Broadly speaking, then, while the peak in new plant 
construction has been passed, the same may be true 
of outlays for equipment and machinery to implement 
modernization and intra-plant expansion plans. Un- 
questionably such plans at present have in many cases 
become much more tentative than previously. More- 
over a number of projects still in the “intended” cate- 
gory are of a marginal and less urgent nature. Rising 
costs or uncertainties about the business outlook may 
well result in their definite deferment. 

In view of these trends, it would not surprise if 
fourth quarter expansion outlays by industry would 
fail to come up to expectations. To meet earlier esti- 
mates, they would have to increase some $700 million 
over third quarter “intentions,” and some $300 mil- 
lion over the peak figure of the final quarter last year. 
If they don’t, and this is more likely, it would rather 
definitely mark a turning point, but it would be pre- 
— to read into it evidence of an impending sharp 

rop. 

There are a good many reasons for believing that 
capital expansion may continue quite substantial well 
into 1949 and beyond, barring a fairly severe reces- 
sion in business not now in sight. Businessmen gen- 


erally appear to have become more conscious of the 
expansion in, and modernization of, capacity that 
may be required because of population growth and 
technological developments. There is evidence of a 
considerable volume of plans based on such consid- 
erations, which may become activated when condi- 
tions are deemed favorable, that is when costs are 
going down. 

The pressure of stiffening competition alone will 
doubtless act as a continuing spur to capital improve- 
ments and additions in many lines. And as new facili- 
ties for turning out steel and other basic materials 
come into operation, those metal-using industries 
whose products remain in strong demand, may be 
encouraged to consider undertaking additional broad- 
ening of productive facilities. Moreover, the heavy 
rate of use of manufacturing equipment during and 
after the war assures heavy replacement demand in 
coming years. , 


' Large Long Range Expansion Plans by 


The three industries which currently account for 
well over 50% of total capital expenditures—utilities, 
telephone and petroleum—have expansion programs 
extending several years ahead, some as far as 1952. 
For both physical and financial reasons, these pro- 
grams necessitate long range commitments and there- 
fore will probably be carried out as planned, or even 
augmented, regardless of changes in general business 
trends. Utilities expect to spend at least $7.5 billion on 
new facilities in the next five years. Off-shore oil 
development and exploitation of foreign oils resources 
should further accelerate the already very substan- 
tial expansion program of the petroleum industry. 
Similarly, continuation of favorable business condi- 
tions will assure high outlays for badly needed equip- 
ment by the railroads and local transit companies. 
Other substantial expansion programs are carried 
out by the steel, chemical and paper industries, but 
some of these are approaching completion. 

Though capital investments henceforth will taper 
off, and this is a foregone conclusion since much of 
the postwar expansion movement is approaching 
completion, they can be expected to continue suffi- 
ciently substantial to furnish a respectable prop to 
the economy for some years to come. This is impor- 
tant, for long run prosperity hinges upon the ability 
of the economy to generate an appropriate rate of 
capital expenditures. In turn, this depends on the 
trend of demand for the products of industry and 
on technological developments. Both in large degree 
will determine industry’s willingness to undertake 
further capital investments in the years ahead. 

Any further clouding of the 
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business horizon will naturally 
affect this willingness. It is 
probably no exaggeration to 
say that the aura of unreality 
that seems to surround the 
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ing hesitation la’ erly evident 
in the field of Upital expan- 
sion. Any clea’ .ng of the out- 
look, in a er istructive way, 
may well ove ccome this timid- 
ity, giving the capital goods 
boom a new lease on life, at 
least (Please turn to page 661) 
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By JOHN DANA 


Attter a prolonged period during which 
private U. S. capital, on net balance, withdrew from 
foreign countries, American investment dollars are 
once more flowing overseas in mounting volume. 
The turn actually came back in 1945, but it was not 
until last year that the new trend really became 
more pronounced. Thus in 1947, American investors 
placed an estimated $744 million net in foreign 
enterprises and securities, a greater amount than at 
any time since the boom days of 1938 and consid- 
erably more than the $571 million average of the 
early post-World War I period. 

Altogether, U. S. investments abroad jumped $8.1 
billion last year to an all-time high of $28.8 billion, 
the Department of Commerce estimates. By con- 
trast, foreign investments in this country increased 
only $100 million to $16.5 billion. Private American 
investments abroad were $16.7 billion in 1947 while 
U. S. Government credits granted to foreign nations 
amounted to $12.1 billion, increases of $1.1 billion 
and $7 billion respectively since 1946. The latter 
amount included subscriptions of $3.1 billion to the 
World Bank and the International Monetary Fund, 
$2.85 billion paid under the British loan agreement, 
$800 million Export-Import Bank credits and credits 
of $300 million on sales of surplus property and 
ships. Repayments of loans by foreign countries 
amounted to only $200 million. 

However, it is in the field of private investment 
where the most significant changes are noted; the 
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Expenditures for foreign oil development ranked 
high among new American investments abroad. 


ETT yi» crea a a a i 


> ae 


Photo by Standard of N. Y. 


— Significance of ea ets 


Growing American 
Investments Abroad 


trend of new investments abroad followed a sub- 
stantially different pattern from the general experi- 
ence of the early 1920s. At that time, some 90% of 
American foreign investments consisted of publicly 
offered foreign dollar bonds purchased in relatively 
small lots by a large number of individual and cor- 
porate investors. By contrast, some $666 million or 
90% of the 1947 net outflow of capital consisted of 
direct investments, almost entirely by corporations, 
setting a new record. In other words, postwar re- 
construction abroad to which private investors con- 
tributed substantially (often to their sorrow) after 
the first World War is being financed largely 
through Government loans and credits shifting the 
risk from private to official shoulders. On the other 
hand, American industry is forcefully striking out 
to bolster its stake abroad and aid in world recovery. 
Both trends have considerable long term significance. 


Bulk of Funds for Foreign Branches 


Most of last year’s outflow of private capital went 
into foreign branches and subsidiaries of American 
firms; on the other hand, there was an unusually 
small net increase (only about $2 million) in hold- 
ings of foreign securities, due no doubt to the un- 
settled political and economic conditions abroad, 
particularly in Europe, which led to a substantial 
deterioration in the prices of foreign securities. 
Generally speaking, purchases of $243 million of 
World Bank bonds by American investors, and a 
net capital investment abroad of $455 million by 
the petroleum industry were the two main features 
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in the outfidw of dollars last year. Direct new in- 
vestments in manufacturing came to only $69 
million. 

Of the $666 million directly invested abroad, Latin 
America obtained the lion’s share with $408 mil- 
lion, of which $263 million constituted petroleum in- 
dustry investments. Some $51 million were invested 
in manufacturing, $32 million in distribution, $16 
million in mining and $18 million in public utilities. 
An additional $115 million went to the Middle East 
—Africa area, mostly in the form of capital equip- 
ment and other goods. The bulk of these investments 
were also made by the petroleum industry. 

In the interest of developing new petroleum re- 
sources abroad and thereby help ameliorate the 
global shortage of oil products as well as bolster 
our strategic oil reserves, many millions were spent 
in exporting pipe and other oil-producing, refining 
and related equipment, and U. S. firms acquired a 
record number of tankers for operation under for- 
eign flags. Among substantial commitments overseas 
were $100 million by the Standard Oil groups to 
construct a refinery, pipe line and tanker terminals 
in Venezuela, and $140 million for a refinery in 
England; $100 million by Gulf Oil Company for 
exploration work in numerous foreign countries and 
for the drilling of new oil wells in the Persian Gulf 
area; $37.5 million by Bethlehem Steel Corporation 
to develop Latin American iron ore properties ; $150 
million by Anaconda Copper Mining Company for 
mines in Chile; $65 million by a publishers’ group 
to build a newsprint mill in Canada; and $60 mil- 
lion by a financial group for the establishment of 
the first steel mill to be built in Egypt. 
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Though small in relation to U. S. Government aid 
granted to foreign countries, the outflow of direct 
investment capital served to finance a significant 
amount of American exports last year. In many 
cases, the capital was exported in the form of equip- 
ment and other goods. Additional funds were dis- 
bursed to pay local labor and cover other expenses 
abroad; these payments added to the general supply 
of dollars available to cover foreign import needs in 
the United States. Although their contribution to the 
immediate dollar shortage problem may not have 
been too substantial, their long-run effect on the 
balance of payment positions of the recipients of 
U. S. capital should be much more significant. This 
is particularly true of the Caribbean and Middle 
Eastern areas where increased petroleum exports 
should add substantially to the foreign exchange 
earnings of the countries concerned, thus to their 
future ability to buy American goods. 


Government Loans, Grants Continue Large 


As far as Government loans and grants are con- 
cerned, 1947 and even more so the first quarter of 
1948 represented the transition between the various 
aid and loan programs initiated around the end of 
the war and the coordinated approach of the Europ- 
ean Recovery program. Net Government aid abroad 
during the first three months of the year amounted 
to over $1.4 billion, about twice the amount dis- 
bursed during the last quarter of 1947. Disburse- 
ments on Government grants, which reached an an- 
nual rate of nearly $3.4 billion, were larger than at 
any other time since the end of the war. The burden 
of world reconstruction thus will continue to rest 
upon governmental shoulders, reflecting the eco- 
nomic and political instability of large parts of the 
globe which hardly forms a reassuring basis for 
private investment on the huge scale necessary to 
achieve desired results. 

Yet private investments, particularly in the form 
of direct investment by American enterprise, is 
likely to broaden further, though hardly on a scale 
commensurate with foreign capital requirements. 
In all likelihood, it will be mainly along the pattern 
observed during the last two years, that is direct 
investment in foreign branch factories and sub- 
sidiaries, or foreign producing facilities. Since a sub- 
stantial portion of such direct investment capital 
will be tied to exports of machinery and equipment 
which would likely not be shipped abroad were the 
investment not made, it will continue to bolster 
exports to the extent of such capital outflow. 


Direct Investments and Exports 


The trend in this direction has become rather pro- 
nounced; purposes behind it are manifold. Foreign 
oil development by U. S. concerns will continue to 
make for sizeable capital investments including 
heavy equipment exports, since plans along such 
lines are far from completed. Expansion of opera- 
tions of foreign manufacturing subsidiaries, or the 
creation of new ones, will be motivated not only by 
the desire to secure or extend foreign markets but 
frequently also to improve competitive positions in 
the world markets as norma] competition returns. 

Thus only in recent months, certain manufac- 
turers of machinery and of durable consumer goods 
found it desirable to transfer a portion of their ac- 
tivities to foreign subsidiaries which, due to better 


THE MAGAZINE OF WALL STREET 





bra 
wol 


dev 


ph fee aes 


1e 


o> 
mn 
to 
ng 
ch 


he 
by 
ut 


AC- 
ds 
AC- 
ter 





raw material supply and lower operating costs— 
particularly wage costs, are better able to compete 
abroad than their high-cost domestic product. For 
the moment, the principal repercussion of such 
moves will be the easing of supply pressure on 
domestic raw materials resources and of price pres- 
sure on still scarce materials such as metals; in short 
it will be beneficial, since no marked reduction of 
the domestic production potential and employment 
is involved. It may be different in the long run, how- 
ever, portending lessened production and employ- 
ment potentials at home once the economic curve 
begins to trend downward. Yet in view of existing 
trade barriers, there may be no choice, nor under 
revived competitive conditions in world markets. 
The American economy after all is a high cost econ- 
omy; even more important, the universal dollar 
shortage is likely to continue a long time, militating 
against fullest exploitation of world markets 
through direct exports of high-priced American 
goods. 

For the next few years at least, the problem fac- 
ing the world will be how to finance purchases from 
the U. S. in larger amounts than we will be able 
or willing to spend abroad. The answer can lie only 
in loans and grants (as at present) which cannot 
continue forever, or in movements of capital and 
gold. A substantial outflow of long term capital from 
this country on an economically sound basis could be 
one of the principal means of bridging the gap be- 
tween imports and exports. Since it is extremely un- 
likely that American investors will be receptive to 
any large amounts of new foreign securities, a 
further outflow of direct investment capital appears 
to be the most practical means of achieving a 
balance. 


Favorable Environment Needed 


Undoubtedly American capital is willing but the 
foreign environment is not always conducive to 
its safe employment. Most foreign countries hold 
forth glowing promises of business opportunities if 
only American capital will assist in the develop- 
ment of their industries, and machinery and tech- 
nical skill is urgently requested; yet frequently re- 
strictions have been making such investments 
unprofitable and difficult. In many countries, there 
is only one way that an American concern may re- 
tain more or less complete ownership in its invest- 
ment, and that is by means of a branch operation 
rather than an incorporated company. Hence the 
current trend in this very direction. 

Elsewhere, in a more favorable environment, we 
may expect greater participation by indigenous cap- 
ital in direct-investment enterprise, such as the joint 
participation, arranged in 1946, in Dutch industry 
on a minority basis, or B. F. Goodrich Co.’s partici- 
pation in the formation of a Netherlands company 
to manufacture tires. A good many other types could 
be cited, such as the exploitation of Liberian re- 
sources by American capital. At any rate the fol- 
lowing factors are likely to foster strongly the post- 
war uptrend in direct American investments abroad: 
(1) the dollar shortage that limits foreign pur- 
chases in this country; (2) lower production costs 
abroad which enable American concerns, through 
branch operations, to compete more vigorously in 
world markets; (3) trade barriers that may stand 
in the way of direct USA imports; (4) the need for 
developing new raw material resources. A prere- 
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International Investment Position of the United 
States, Year-Ends 1946 and 1947 
(In billions of dollars; direct investments at book value, 
securities at market value) 
1946 1947 
United States investments abroad 20.7 28.8 
Private investments é 15.6 16.7 
Long-term . La tnne eee Stee ce 15.1 
Direct investments . : 8.5 9.4 
Bonds payable in dollars... 3 ee - $a 1.5 
Securities payable in foreign « currencies... 2.8 2.7 
Estates and trusts ’ a 2 
Miscellaneous ..... : 1.2 1.3 
Short-term 1.3 1.6 
United States Government investments aan Oe 12.1 
| Long-term ... 8 1.7 
Short-term ne 4 
Foreign investments in the United States 16.4 16.5 
Private United Stutes ‘ lendananioal 12.9 12.6 
| CCS Se ee 7.7 7.4 
Direct investments _ 2.6 2.6 
Corporate shares ..... 3.0 2.8 
Corporate, state, and municipal bonds 5 4 
Estates and trusts..... 7 Pe 
Miscellaneous a By 
Short-term 5.2 5.2 
Deposits 4.7 4.7 
Brokerage balances A <i 
Other . 4 4 
United States Government obligations 3.5 3.9 
Long-term 3 4 
| Short-term . Be: 3.2 3.5 
L = ai oot as ees 























quisite, however, is maintenance of conditions that 
render such investments safe and profitable. 

The withdrawal of American entrepreneurial 
capital from foreign countries during the war was 
closely related to a consideration for the safety of 
property and profit prospects, just as the recent 
closing of American facilities in such countries as 
Argentina was the result of conditions inimical to 
their profitable and efficient operation. Still and 
all, American industry’s stake abroad has remained 
substantial. Although 400 American controlled com- 
panies operating abroad were sold to foreigners or 
liquidated during the war years, an even greater 
number of new companies, fully 1,000, but involv- 
ing a smaller total investment, were reported to 
have been established by Americans abroad. Others 
increased their investments by reinvesting foreign 
earnings, by making new investments or by ad- 
vancing additional funds to controlled enterprises. 
Almost all of the new investments were made in 
the Western Hemisphere, principally in Canada, and 
to a lesser extent in Mexico and the Caribbean area, 
with capital directed mainly toward manufacturing 
and distributing facilities. 

Except for Middle East oil projects, most of the 
future direct investments will probably continue to 
be made in Canada and Latin America. The paper 
and pulp industry, petroleum and possibly iron ore 
mining in Canada, petroleum and iron ore develop- 
ment in South America, and industrial development 
in Mexico would seem to be most likely outlets. All 
of which, with the possible exception of the latter, 
will strengthen rather than weaken our own indus- 
trial and trade position. 

The U. S. Government would like to lure some 
$5 billion in private U. S. (Please turn to page 655) 
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BOND Support 


BENEFITS AND HAZARDS IN 


greater, and more threatening to our 
economic welfare, than the risk of 


U GO \ ERNME N i continued unfettered inflation. 
: : Particularly in the light of the 


pressure towards higher interest 
rates, our rigid support policy has 
become something of an anomaly. The 
basic trend of interest rates is up, 
meaning that the trend of bond prices 
is down. Only assurance of Federal 


—SHOULD SUPPORT LEVELS BE LOWERED? ‘Support keeps the market for govern- 


4 is my conviction— 
and in this I am certainly not 
alone—that the time has come 
to take really effective meas- 
ures to halt inflation. Lower- 
ing support levels for Govern- 
ment bonds is such a step—in 
fact the only really effective 
step. Most observers are in 
agreement that the threat of 
further inflation is a real one, 
despite various signs seeming- 
ly pointing away from it. In- 
flation already has reached the 
THOMASL.GODEY (danger point; the further it is 

allowed to go, the greater the 

“bust” that ultimately, and inevitably, will follow. 
The modest policy of credit restraint carried out 
since last fall proved virtually ineffective from the 
standpoint of halting inflation; the latter has con- 
tinued merrily, and rather more virulantly than 
ever’before. Bank credit has expanded steadily, with 
Government bond pegs acting as an inducement to 
institutional lenders to sell their bond holdings to 
the Federal Reserve System in favor of other and 
more lucrative lending or investment opportunities. 
True, lowering bond support levels entails certain 
risks, but in my opinion these risks can hardly be 
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ment bonds where it is. Our credit 

control measures, mild as they were, 

have been further circumscribed by 
the policy of maintaining the basic 214% rate on 
longterm government bonds, to which our monetary 
authorities have committed themselves. While trying 
to tighten up credit with the one hand, these authori- 
ties, by supporting the bond market, with the other 
hand extend an open invitation to the commercial 
credit system to expand at will. 

Anti-inflation steps via credit curbs included the 
raising of shortterm interest rates and of the re- 
discount rate, revival of consumer credit restrict- 
tions, and most recently and for the second time— 
an increase in bank reserve requirements. The first 
three steps, apart from moderately stiffening lend- 
ing rates, accomplished nothing in the way of re- 
straining credit. Business loans by banks have risen 
to record highs and presently total some $14.8 bil- 
lion or $2.3 billion more than a year ago. 


Recent Heavy Open Market Purchases 


Lending activity by non-bank lenders, particu- 
larly insurance companies, loan associations, etc. has 
picked up strongly in a desire to improve investment 
yields. So much so, in fact, that the Federal Reserve 
System in a recent five-week period was forced to 
absorb longterm Government bonds to the tune of 
over $1.3 billion, mostly from insurance companies, 
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with the result that the System’s government secur- 
ity holdings now aggregate some $7.79 billion com- 
pared with $6.56 billion a year ago. This is highly 
inflationary. Obviously maintenance of government 
bond pegs at or above par invites bond selling, 
making for dangercus credit expansion by increas- 
ing institutional lending power. It also completely 
nullifies the poly of placing as much of the public 
debt as possible cutside of the banking system. And 
if left within the banking system, it will always 
be “dynamite.” 

Unfortunately the latest increase in reserve re- 
quirements seems to serve notice that the Federal 
Reserve Board has selected this anti-inflation 
weapon rather than dip support levels on Govern- 
ment bonds. This is regrettable and, in my opinion, 
it will hardly be effective. Raising reserve require- 
ments will syphon off some $1.9 billion in lendable 
bank funds, but it won’t restrict lending power. To 
meet the new requirements the banks will be forced 
to sell some $1.5 billion of their government security 
holdings, reducing their liquidity and earning assets. 
It probably will somewhat further tighten the money 
and mortgage market, but it will not reduce their 
ability to lend since they can always sell—at fixed 
support levels—more government bonds out of their 


huge holdings to obtain fresh lending money. In 
fact the urge to sell will be strong if only to com- 
pensate for the earnings loss arising from the steril- 
ization of added funds. And rising commercial inter- 
est rates will offer a tempting opportunity for credit 
to shift from low-yielding government bonds into 
higher rate loans. 

The Government support policy distinctly encour- 
ages this. Nor do higher bank reserve requirements 
affect in any way the lending activity of insurance 
companies. It hits member banks and borrowers 
from member banks first and foremost, but leaves 
other credit channels wide open. This is inequitable 
as far as the banks are concerned; it is also unde- 
sirable and unhealthy from a general financial and 
economic viewpoint. 

Lowering the bond pegs would seem to be the only 
remedy, that is allowing the bond prices to decline 
below par so that a bondholder would be forced to 
sell at a loss if selling prior to maturity. This would 
cut off access to Federal Reserve Bank credit to 
non-bank lenders, drying up one of the prime sources 
of credit expansion. It would also dampen any pro- 
pensity of bank lenders towards excessive lending. 
In other words, for the first time there would be an 
effective halt to credit (Please turn to page 655) 





NO —IS THE VIEW OF 


ye wisdom, or alleged lack of it, of our 
present government bond support policy has long 
been a matter of considerable controversy and de- 
bate, and admittedly the debate is waxing hotter. 
No one can close his mind to the disadvantages of 
this policy and its inflationary implications. It is not 
surprising, therefore, to see increasing pressure in 
favor of lowering bond support levels, particularly 
in view of the recent sharp rise in insurance com- 
pany bond sales and the use of the proceeds to ex- 
pand their loans to business. In my opinion, though, 
it is a question of choosing the lesser evil. 

It is my impression that the problems and poten- 
tial threats arising from a reversal of policy at this 
time are frequently underrated. They are great 
enough to warrant serious thought; they certainly 
argue against hasty and ill-considered action. Doubt- 
less the risk inherent in the forced liquidation of 
longterm government bonds (which is inevitable, 
should bond pegs be dropped or lowered) is bound 
to cause contagious unsettlement in the entire gov- 
ernment securities market, in fact in the entire 
bond market, with largely unpredictable results. 
The same can probably be said if merely the pre- 
miums over par were eliminated; it certainly would 
stimulate considerable selling and inject entirely 
too much uncertainty in the market. All of which 
would be highly unsettling. 

Moreover there is every indication that any such 
move would have too great a depressive influence on 
the slowly changing scale of economic balance, cur- 
rently under way. It is quite certain that neither 
the Treasury nor the Federal Reserve Board have 
any great desire to pay expensive premiums to sup- 
port the government bond market, only to see the 
proceeds of bond sales go into inflationary loans. 
But neither can they be desirous of permitting the 
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government bond market to 
become the fuse that sets off a 
serious business recession. Too 
sharp a rein on inflation, it 
must be recognized, could 
readily and suddenly throw the country into a severe 
deflationary spin. Thus in the end, lowering bond 
supports would serve no useful purpose; it would 
merely substitute the problems of deflation for those 
of inflation. 

At some earlier stage of the inflationary spiral, 
such a move might have been practical and useful; 
at the present stage it would not only be belated as 
an anti-inflationary measure, but decidedly hazard- 
ous. For this reason the Federal Reserve Board is 
forced to resort to other measures; the rise in re- 
serve requirements, for instance, will prove a useful 
adjunct to the bond support policy with the former 
off-setting the credit-inflationary effect of the latter. 


Inflation Slowing Down 


It is plain that the momentum of inflation has be- 
gun to slow down and should come to a standstill in 
the next several months. To apply now the drastic 
remedy of lower bond support levels would make 
the reaction worse than the disease. Many banks, 
especially country banks, would find themselves 
frozen into their bond portfolios if longterm gov- 
ernments were allowed to drop below par. Credit 
would become over-tight, speeding the trend towards 
a severe recession since credit needs for essential 
business purposes would undoubtedly suffer. There 
is no middle road, putting the proper degree of pres- 
sure on lenders without precipitating an undesirable 
curtailment of production and employment. One is 
bound to follow in the (Please turn to page 656) 
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CAMPAIGN SIDELIGHTS 


By E. K. T. 


TOO GOOD to be true, lament news-hungry Wash- 
ington correspondents, but the rumor persists with 
encouragement from high places that Gov. Thomas 
E. Dewey soon will make a trip to Washington, 
appear as a private citizen to testify before the 





WASHINGTON SEES: 


Interesting sidelight to the national election 
drive is the fact that more news correspondents 
have signed for space on the Warren campaign 
train than have indicated to GOP headquarters 
their intention to accompany the Dewey entourage. 


Gov. Earl Warren of California, the republican 
vice presidential hopeful, will be stared at and 
listened to, perhaps, by more serious-minded vot- 
ters than will register interest in any of the other 
top-spot seekers, it now seems certain. 


Variations of the comment “‘it is possible to ad- 
mire Dewey without liking him” are numerous, but 
probably contribute little to the focusing of inter- 
est on Warren. It probably is the planned new role 
for the vice presidency—administrative plus legis- 
lative tasks—that makes more persons want to see, 
hear, and appraise him. 


Meanwhile, confident Dewey casting about for 
chores for Warren, can gain little encouragement 
from the experiences of men who have been in the 
White House. Jefferson, as vice president, turned 
down Adams’ offers, held that his office is con- 
fined by the constitution to legislative work. Theo- 
dore Roosevelt promised to make his vice president 
a Cabinet officer, and so also did Harding. Neither 
carried through. FDR gave ‘Wallace executive 
posts, found it necessary to fire him from them. 
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Federal Power Commission on the subject of private 
vs. public power development. The visit, so the story 
goes, will be motivated by consideration of power 
aspects of the St. Lawrence Waterway idea, which 
President Truman urges be carried out to its fullest 
potentialities. Gov. Dewey is on the side of private 
enterprise. The clash would we deafening. 


DANGER in which Sen. Joseph H. Ball finds himself 
in the election campaign in Minnesota (his demo- 
cratic opponent, Mayor Humphreys of Minneapolis, 
is far out-distancing the senator in polls), has re- 
sulted in a decision by the Taft-Hartley Law “watch- 
dog committee” to suspend activities until after 
election. The reasoning is obvious; the action estab- 
lishes the fact that the committee will propose in 
its Jan. 1 report that the law be tightened up in 
important particulars. Confirmation of this truth 
by further committee activity would estrange the 
little labor vote Ball now has. 


STATE’S RIGHTS may take a new twist in the next 
session of congress. Under consideration is an 
across-the-board cut of 20 per cent in federal pay- 
ments of all description to the states. The National 
Conference of Governors has a committee working 
with the house and senate committees on intergov- 
ernmental relations and the idea of severance of the 
states from the bankroll as well as from control in 
internal matters has won approval. Under the pro- 
gram, states wouldn’t have a net loss; the federal 
government would withdraw from certain fields of 
taxation, one of them possibly being alcoholic 
beverages. 


CABINET appointment, to the Department of Agri- 
culture, is understood to be in the works for Rep. 
Everett Dirksen of Illinois, if Gov. Dewey wins the 
Presidency. Originally slated for that post was Rep. 
Clifford Hope of Kansas, easily the outstanding 
GOP farm authority in congress; but Hope wants 
no part of it. Dirksen is not a candidate for re- 
election from a district which thinks so much of him 
it financed a world tour for him by- popular sub- 
scription. Physicians have advised less activity for 
a while. He’ll comply literally; will run for the U. S. 
Senate in 1950. 
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First blasts in the Presidential election cam- 
paign were enough to suggest a score board will be necessary 
to keep account of the errors. The initial exchange came 
between Harold Stassen and Charles F. Brannan, Secretary of 
Agriculture. Stassen blamed Brannan for high cost of 
living, charging the Secretary with issuing statements of 
food purchases for overseas use, showing the amounts, 
accordingly inviting price increases. It was clearly 
Shown, and promptly, that Brannan had issued no such 
statements. 


























Brannan was not to leave Stassen alone in error. 
Immediately he came back and charged Stassen and Gov. Dewey 
with joining in the original statement for the purpose of 
linking high prices to farm commodity price support, 


thereby wipe out the latter. Plainly, price support was 
not, could not have been, involved. 








































National Munitions Board has been giving advice to others with a free hand 
‘(industry dispersal, etc.) but obviously isn't doing an outstanding job of its prime 
mission -- stockpiling of strategic materials whose procurement might be difficult or 
impossible in case of war. It has power to spend 3.5 billion dollars to buy and store. 
In the first two years of operation, the stockpile inventory reached a total of only 


87 million dollars, then zoomed, relatively, to 600 millions. But that's still very 
far from the goal set. 























There's partial answer in the fact that some items -- 18 in all, and including 
the all-important uranium -- present storage and maintenance difficulties. But there 
are 67 others which give rise to no problems of such degree. There have been some minor 
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which private industry needed for reconversion. But h henceforth civilian requirements 
will play second fiddle to the military . A sign of the times! 











Suggested reading for executives charged with the job of creating industrial 
peace is a new booklet by the National Planning Association -- nonprofit, nonpolitical 
| 
| 











research organization now in its 15th year of existence in Washington. Theory is that 
there are "causes" underlying harmony between employer and employee, just as there 
are "causes" of strife. 











NPA states it in this telling way: "Both businessmen and labor leaders 
plagued by industrial warfare can profit from the practical experience of companies 
and unions who have achieved constructive industrial peace. Though suth experience 
offers no single cure-all for industrial conflict, one factor present in thousands of 
unpublicized cases is an active striving for peace by employers who believe in the iF 
principles and actual practice of true collective bargaining and by unions who accept |; 
private ownership and operation of industry." Authors are 29 leaders from business, 
labor and the universities. 











Pre-adjournment stampedes in congress, of which there were two of the most 
serious ones in the past several months, may be ended by changes in the rules of pro- 
cedure next year. The spectacle of senators and representatives being awakened from 
slumber in chairs to vote on vital policy matters, without having heard the debate, was 
not reassuring to the galleries. In past periods of legislating stress, deaths have been 
the penalties; the average lawmaker is none too young and by the time adjournment nears 
he's pretty well exhausted. 
































Suggested cure is a "budgeting" of proposed actions. At the outset, leaders 
of both parties, chairmen and ranking members of committees would set their programs 
with definite dates for final action on specified bills. Each month the situation would 
be reviewed, speed applied where indicated. Difficulty will come over the fact that no 
such program can be evolved while filibuster remains a senator's prerogative. 





























Rural Electrification co-ops are beginning to feel the pinch of rising costs 
but the word they are getting from Washington (to which they have carried their plight) 
is "the higher the costs of construction and maintenance, the higher will be the costs 
of the service you receive." Like private enterprise, REA co-ops are trying to keep on 
the go, realizing it's either move forward or move backward. There can be no 
Standing still. 























Members of the REA rural electrification co-ops pay the costs through their 
monthly service checks. There has been suggestion that some expansions, some types of 
maintenance, might be laid aside for a more favorable cost market. Claude R. Wickard, 
REA Commissioner, had a ready answer, NO..."REA is responsible to the American people 
for seeing that full value is obtained for every dollar of public funds invested in 


the projects." 























Civilian employment in government agencies -- federal, state and local -- 
has risen substantially since the last pre-war year, but the story isn't fully told 
there. Senator Harry F. Byrd has made a special project of tracing, highlighting the 
Spiral. In 1940, roughly, one out of each 14 gainfully employed persons in the United 
States received a government paycheck. Now the figure is about one out of each 10 
employed persons. 





























Not counted are benefit payments to veterans and their kin. Some studies have 
indicated one out of each 20 persons in this country receives a VA check, or subsistence 
at home or in a hospital or other institution. Attention-arresting statistic is the 


one showing that there are only about 1 million more persons currently engaged in 
agriculture than work for the government. 


























Interesting lessons are being learned from reports coming back to Washington 
about the airlift which has kept 2.5 million persons in a reasonable degree of comfort 
in Berlin. Military and commercial air experts at first were in open agreement that 
enough coal, alone, couldn't be moved in by air for residential and other purposes. 
That fear has dissipated in the actual performance. 




















Climatic conditions have been favorable to the "lift." What can be 
accomplished in winter weather may be another story. Another favorable factor has been 
the short distance traveled by air. Military men don't think that has had important 
bearing. Brightest spot from the standpoint of meeting any international crisis that 
may arise, requiring the use of "lifts," is the relative speed with which great numbers 
of air freighters can be constructed, compared to the production records of shipyards. 























First organized opposition to theNational Security Resources Board idea of 
industry and population dispersal has come from the politically potent real estate 
lobby. To begin with, it's not a new idea, says the National Association of Real Estate 
Boards; it has been the subject of studies since the 30's. Admittedly, the atomic bomb 
adds an important consideration but, it is argued, not a controlling one. 




















Keynote of the position taken by the realtors is: "Compactness in city 
arrangement is more convenient than a sprawling pattern, and the planners can show that 
compactness does not require congestion. Economy in land use, in financing local 
government services, in the provision of public utilities, and in the operation of 
public transportation favors compactness in community design." 





With the high prices moved to the center of the politijcal stage, the food 
industry, farmers, processors and distributors can't escape being smeared in the next 
two months. Both parties already are telling the farmer they love him best of all, but 
the issue eventually will involve him in the pitched battle. Trade organizations in the 
Capital already are stiffening for the attack but there's a noticeable absence of real 


concern on their part. 
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At the time of this writing, France has 
once more been passing through one of those peren- 
nial crises that have come to be taken for granted 
and shrugged off as a pecularity of the Gallic demo- 
cratic system. Even if M. Henry Queuille, the new 
premier, should succeed in staying in power, the 
chances are that his coalition of moderates and so- 
cialists will be even wobblier and more confused 
than those of preceding Governments. The reason? 
It has to sell its supporters on a program which 
nobody wants to face: That the two great wars in 
less than half a century must be paid for by tight- 
ening the belt, by lower standards for everybody, 
and by hard work—all communist or socialist pan- 
aceas notwithstanding. 

The point is that the present French crisis is 
more “tragic” as Mr. Schuman, now twice ex- 
premier, put it, than the previous crises. One rea- 
son for this is that the liberals and the moderate 
socialists who hitherto constituted the so-called 
“third force” feel that they can no longer effectively 
cooperate and give France a middle-of-the-road 
Government. Somebody else will have to try. A left- 
ist government which would include the communists 
is unthinkable because it would offend the United 
States. A government of the right, including de 
Gaullists, is more likely—but France may end with 
a different type of democracy, and it remains to be 
seen whether Frenchmen will accept such a change 
in peace. 

The second reason for the “tragedy” of the pres- 
ent crisis is that only a few weeks ago the National 
Assembly accepted a program that marked a very 
definite shift to the right—away from nationaliza- 
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The problems that caused the 
fall of the cabinet of Andre 
Marie (left) are severely 
testing the new and un- 
steady coalition under Prem- 
ier Henri Queuille (abeve). 


| FRANCE’S Sennen’ Crisis 


By V. L. HOROTH 


tion and other socialist practices of the post-war 
European economic trend. If M. Paul Reynaud had 
been allowed to carry out his program of strength- 
ening private enterprise, and reforming the tax 
system, France would have been within sight of 
monetary stability and full-fledged economic recov- 
ery such as has taken place in Belgium. The corner 
would have been turned. 


Rocky Road Ahead 


What are the prospects for France? Politically, 
probably one government crisis after another; a 
gradual retreat of the middle-roaders, and perhaps 
elections in the near future. Under the new French 
constitution a national assembly that rejects two 
governments within a 19-month period may be dis- 
solved. Elections are bound to strengthen the de 
Gaullists and probably also the communists at the 
expense of the “third force,” facetiously and cynic- 
ally labeled by the French themselves as “the third 
farce.” But while the assuming of power by Gen- 
eral de Gaulle may solve some of the present prob- 
lems, it is almost certain to create many new ones. 
Briefly, there is no smooth road ahead. 

Economically the present crisis is bound to re- 
tard France’s recovery. Already there are indica- 
tions, about which more will be said later, that 
there will be another turn in the inflationary spiral, 
that many recent gains in production and exports 
may be lost, and another devaluation of the franc 
inevitable. It may be months before the country is 
back where it was around the middle of August, 
ready to resume the carrying out of the Reynaud 
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Program of austerity and retrenchment. 

Moreover, the repercussions of the present dead- 
lock are likely to be felt even beyond France’s bor- 
ders. France is the continental keystone not only 
in the European Recovery Program, but also in the 
Western European Union. Her weakness handicaps 
the building of the united front against Russian 
aggression. The negotiations in Moscow have been 
complicated because of the absence of a responsible 
French representative. In Paris, the work of the 
Council of the Organization for European Economic 
Cooperation, now drawing “a shopping program” 
to guide the ECA during the first year of the ERP, 
has been delayed because there was nobody author- 
ized to speak for France. 

What was the Reynaud Program, and why did 
France fail to carry it out? To understand it, it 
may be best to sketch a picture of the French eco- 
nomic and financial situation as it appeared a month 
or so ago. 


French Recovery Strides 


France has made this year rather unexpected 
recovery strides. This year’s harvest is the best since 
the war. The wheat crop alone is about one and a 
half times as large as last year. The coal mines are 
breaking all previous records, and with enough coal 
available from overseas, the overall supply will be 
nearly 60 per cent larger than in 1947. With the 
coal and coke bottleneck licked, steel output has 
been rapidly expanding, and last June France made 
nearly 700,000 tons of steel, more than in the best 
month of 1937. The output of the chemical indus- 
tries is about 55 per cent above 1939, and the tex- 
tile and other consumer industries have finally 
reached full capacity. Only labor is scarce. The out- 
put of electricity is also some 50 per cent above 
prewar, and will be stepped up further when the 
great Gennisiat plant on the river Rhone begins to 
operate in the near future. 

The overall industrial production is nearly 120 








| 
| France: American Aid Extended Since July, 1940 
A. Extended to March 31, 1948'a) 
Wartime Lend Lease $2,624,800,000 


Postwar Grants-in-Aid: 


American Red Cross 9,600,000 
U.N. R. R.A. 3,100,000 
Interim Aid 237,700,000 


Total postwar grants $ 240,400,000 
Postwar Credits and Loans 
Property credits (purchase of surplus war materials) $ 840,200,000 
Export-Import Bank loan (Sept., 1945) 550,000,000 
Export-Import Bank loan (June, 1946) 650,000,000 
$2,040,200,000 


Total loans and credits 


B. Extended between March 31, and August 25, 1948 


The remainder of the Interim Aid $ 50,000,000 
ECA authorizations (to Aug. 25) 316,000,000 
Total $ 366,000,000 


GRAND TOTAL $5,271 ,400,000 





(a)—Based on the official data, reported in “Foreign Transactions 
of the U.S. Government,” Department of Commerce, July 1948. 
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per cent of 1938, or about 110 per cent of 1937, one 
of the best inter-war years, as will be seen from the 
accompanying table. Exports are also expanding. 
They were up some 18 per cent during the first half 
of 1948 as compared with the same period in 1947. 
Between larger exports and an excellent tourist 
season, there was some improvement in France’s 
international payments. 

There is no doubt that France has great recupera- 
tive power and it would not have been difficult to be 
optimistic, *had there been no _ reverse side to 
France’s situation. While the nationalized indus- 
tries have expanded their output, it has been at a 
terrific cost to the French Treasury because of their 
high-cost production and inefficiency. The modern- 
ization and expansion of French industries has also 
been lagging; the Monnet Plan aiming at the ex- 
pansion of the French industrial plant by some 50 
per cent in 1952 has been all but abandoned. 

The French financial situation has not been get- 
ting any better either. Tax collections have failed 
to come up to expectations and despite all efforts, 
the budgetary deficit has been increasing rather 
than contracting. Currently it is running at the 
annual rate of about 800 billion francs. The con- 
tinuance of the heavy deficit—contrary to the pledge 
made by France as a recipient of ERP assistance 
—has been responsible for the slow but persistent 
rise of prices and the general instability of France’s 
economy. 

The Reynaud Program 


Determined to restore France to economic and 
financial stability, M. Andre Marie, who became 
premier for a brief period of some 40 days early 
in July, called in Mr. Paul Reynaud, pre-war pre- 
mier and finance minister and, incidentally, also one 
of the best tax collecting experts in France, to run 
the finance ministry. Starting with the realistic 
premise that the country must be reasonably self- 
sufficient by 1952, M. Reynaud worked out a pro- 
gram described “at par with that undertaken by 
Poincare in saving French economy after the First 
World War.” It was proposed that the army be 
streamlined, several hundred thousand Government 
employees discharged, the nationalized industries 
reorganized, stricter control placed on social secur- 
ity expenditures and, most important of all, that 
the French taxation system, notorious for permit- 
ting tax evasions, be revised by January 1, 1949. 
Imports of consumer goods from the dollar area 
were to be reduced, and the imports of capital equip- 
ment encouraged instead. It was reported that in 
order to balance France’s international payments, 
M. Reynaud also contemplated an early devaluation 
of the franc, probably to the uniform rate of 305 
francs per dollar.* 

However, the part of the Reynaud Program which 
was the most shocking from the viewpoint of the 
socialists and the most difficult to accept, was the 
proposal that Government controls over industry 
and agriculture be materially relaxed, and that Gov- 
ernment subsidies on bread and milk be removed. 
This would have been a return to a free market 
economy, similar to that staged in Belgium and 


*The dollar has four rates in France as present: the official rate 
of 214 francs, used to buy essentials in the dollar area; the free 
rate of 305 francs; the rate of 260 francs (average of the 
official and the free) at which exporters convert dollars for 
their merchandise, and the black market rate of about 360 to 
400 francs to the dollar. 
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more recently in Western Ger- 
many. It would have resulted in France: Economic and Financial Indices and Statistics 
much higher prices of food; M. 
Reynaud realized this and pro- Prices Note Indus- 
posed therefore a general 10 per Whole- Retail Stock Circu- Money trial Foreign Trade | 
cent boost in wages. sale Food Prices lation Supply,b) Product. Exports Imports | 
He recognized that the recovery (billions of F.frs.) (billions of F.frs.) | 
could not, progress without re- 1937 100(a) 100(a) 100.0) 94 131 100(a) 2.0 35 | 
stored confidence in the franc. At - pe bs oan a Hy = Py b 
With rural districts of Normandy . : — , as 
and other parts of Europe re- 1947 
ported to be bursting with mark- Jan. 874 981 1,042 730 41,421 82 «145 223.7 
etable farm produce, and with Feb. 889 984 997 738 1,448 89 17.1 25.8 
industrial production near an all- sy bo boy = a = b — i 
: ° " pr. F ; A 
— gene the — 2 May 946 «1,022 990 775 1,546 9 188 323 
goods is no longer the problem 1 June 904 «1,089» —s«114 807 1,565 91 19.7 29.9 
was last year. The problem now July 888 1,127 1,121 832 1,616 87 17.7 29.3 
is to stop the purchasing power Aug. 1,004 1,260 1,255 838 1,656 79 15.5 26.6 
from continually expanding. This | Sept. 1,096 1,374 1,277 852 1,667 91 15.4 29.4 
A ; : Oct. 1,129 1,515 1,212 868 1,683 93 18.3 30.4 
M. Reynaud proposed to do by Nov. 120! 1,595 1,258 879 1,706 91 18.2 29.3 
holding down wages (after grant- Dec. 1,217 1,612 1,136 921 1,720 84 15.7 29.1 
ing the 10 per cent wage in- 
crease) and by balancing the 1948 
budget. Jan. 1,463 1,663 1,178 892 1,741 98 15.5 28.4 
As Marxists, the socialists and Mer e674) 3s«iC(ié‘kOSSC(‘i«‘a CON 
oO } y ar. ‘ ‘ ’ ’ . . 
the communists who lead the | Apr. 1555 1,764 1,124 759 1,908 105 374 57.9 
labor unions in France naturally | May 1653 «1,783 ~=—s«1,070 S769 109 37.1 532.7 
disliked the shift to the right and | June 1,691 1,792 1,036 791 44.3 61.2 
the return to a free market econ- | July 1,795 837 44.3 61.2 
omy, and proposed that the pur- 
chasing power of the franc be | (a)—1938 = 100. 
held stable, not by less control, | eee Ps eo gross deposits of the Bank of France, commercial banks | 
but by more Government control. ir a ea ee | 
They liked even less M. Raynaud’s ————— ——— 











austerity program, and accused 

the Government of Premier Marie of favoring the 
already well-to-do farmers and traders. The com- 
munist-controlled unions countered the offer of a 10 
per cent wage increase by demanding a 3,000 franc 
bonus ($10) a month. Such a bonus would have 
raised the minimum wages from 10,500 francs a 
month ($35) to 13,500 francs. Other wages and 
salaries were to be raised proportionately. 


Inflation Troubles 


The truth is that while French labor has been 
responsible for the progressive inflation as much as 
have the other segments of French society, it has 
suffered more than they have. With food prices 
nearly 18 times higher than before the war (see 
table) and weekly earnings only about 10 times 
higher, the standard of living of the average French 
worker is considerably below 1938. A French family 
has to spend about 80 per cent of its income for 
food alone. But while French labor has been justi- 
fied in demanding some wage increases, it is also 
true that these demands have been encouraged by 
the communists who, under directions from Moscow, 
have done all they could to forment inflation as a 
means of weakening France and holding back the 
progress of the Marshall Plan. 

It was the corrosive influence of the communists 
that forced the moderate socislists, who feared that 
they might lose some of their following, to come out 
in favor of the 30 per cent wage increase and 
against the Reynaud Program—ayparently contrary 
to the advice of some of their older leaders. It was 
this decision that split “the third force,” and 
brought about the fall of the Marie Government. 
The short-lived second Schuman Government con- 
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ceded the payment of a cost-of-living bonus and 
promised to keep the subsidy on bread and milk, 
but it still could not muster enough support among 
the socialists. 

Each past wage boost in France was followed by 
a turn in the inflationary spiral: a rise in costs and 
a rise in prices. The latest wage boost, which is the 
fourth major one since 1945, will be no exception. 
Past experience has taught the people that by with- 
holding their goods, they will eventually get higher 
prices. Although production is expanding, many 
goods have disappeared from the market; the farm- 
ers are keeping their bountiful crop at home. The 
flight from the franc is on; foreign shares are ris- 
ing, and gold and foreign currencies have climbed 
to new highs on the black market. The latest quo- 
tation for the dollar is about 420 francs as against 
the free market price of 305 francs and the official 
rate of 214 francs. 

A renewed upward rush of prices is already on, 
although it is still uncertain what the cost-of-living 
bonus is likely to be (probably 20 per cent). Dur- 
ing the month of August—despite excellent crop 
prospects—the retail food index jumped some 10 
per cent, and is now 23 per cent above the level at 
the beginning of the year, when wages were legally 
frozen. 


Rising Prices Threaten Export Drive 


What will be the effect of the latest development 
on the French export drive is not difficult to fore- 
see. Even at 306 francs to the dollar, French ex- 
port prices are at present slightly above the inter- 
national price level (based on United States prices). 
The latest wage increase, (Please turn to page 658) 
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1948 Special Re-appraisals 


of Values, Earnings and Dividend Forecasts 


x* Ss % 
Prospects and Ratings for Metals and Metal Fabricators, Machine 
Tool Shares, Rail Equipments, Liquors and Movies 


Part IV 


i Saree business entered the second half of 
the year in the hope that there will be no marked 
let-down in general economic activity this year. 
Within this broad premise, however, business is con- 
scious of numerous cross currents affecting the out- 
look for various industries. In some lines, demand 
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conditions are such as to assure continued high-level 
operations and earnings. In others, the return to 
buyer’s markets creates increasingly competitive 
conditions while mounting consumer resistance to 
high prices is having similar effect elsewhere. Some 
industries will benefit from ERP and preparedness 
spending; others will not. Some face new shortages 
hampering production while others, better situated, 
can continue peak operations. All of which can 
vitally affect sales and earnings potentials. 


To establish and maintain a constructive invest- 
ment program under current and prospective con- 
ditions, close and continued scrutiny and interpreta- 
tion of changing trends is a prime requisite. Only 
by recourse to reliable facts and trained judgment 
can the investor protect his position. 


To assist our readers in arriving at sound in- 
vestment decisions, The Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its regu- 
lar coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available 
information, supplemented by statistical data for 
ready comparisons. Additionally, brief comments on 
the status of each company listed are presented. 


The key to our ratings of investment quality and 
current earnings trends of the individual stocks— 
the last column in the tables preceding our com- 
ments—is as follows: A+, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The accom- 
panying numerals indicate current earnings trends 
thus:1—Upward; 2—Steady; 3—Downward. For 
example, Al denotes a stock of high grade invest- 
ment quality with an upward earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and in- 
vestment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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Divergent Earnings Trends 
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For METAL Companies 


By WARREN BEECHER 





Wie every prospect that demand for copper, 
lead, zinc and aluminum will remain insatiable 
throughout the balance of the current year, 1948 
sales by the leading mining concerns and fabrica- 
tors should equal if not surpass the excellent show- 
ing of. 1947. Individual earnings trends, though, are 
likely to vary, as already indicated by interim 
reports. 

While practically all concerns can sell everything 
produced, rising costs and work interruptions have 
been curtailing profits here and there, and scant sup- 
plies of all non-ferrous metals are bothering many 
of the processors. Competition, too, has become in- 
creasingly keen among the fabricators, with a likeli- 
hood that some of the stronger units may gain 
ground at the expense of their less favorably situ- 
ated rivals. 


Such ample business, however, is in sight for the 
handful of well integrated and financially stalwart 
concerns dominating the copper field and the alu- 
minum industry that their near term earning poten- 
tials are bright. Operating near the probable peak 
of a cycle where they enjoy record peacetime de- 
mand from utilities and manufacturers of practic- 
ally all types of durable goods, along with sizable 
Government orders now likely to enter the picture, 
volume problems are minimized. Under such circum- 
stances, firmer pricing policies that should benefit 
the mining concerns are now being implemented, 
but how well the fabricators can absorb recently 
advanced prices for metals all along the line remains 
to be seen. 


How tight the supply of non-ferrous metals cur- 
rently is can best be established by discussing some 
of the more important ones individually. Take cop- 
per, for example, of which world output will hardly 
exceed 2.5 million tons in 1948. According to the 
Department of Commerce, domestic demand in the 
fiscal year to end July 1, 1949 is expected to require 


SEPTEMBER 25, 1948 


about 1.38 million tons without taking into consid- 
eration needs for the rearmament program or for 
Government stockpiling. Since the maximum output 
of our domestic mines during the period will be only 
about 875,000 tons and recoveries from scrap cop- 
per may add only enough to bring the total available 
supply to around 1 million tons, we will have to 
rely upon imports to make up the deficiency. 
Trouble is, though, that the combined output of 
Latin-American, Canadian and South African mines 
will not be adequate to meet our requirements in 
full, for their other foreign customers ‘have to be 
taken care of. Consequently we can count on imports 
no higher than about 300,000 tons of raw copper 
and another 150,000 tons of the refined metal, the 
latter item being more than offset by exports of 
170,000 tons that we will have to supply from our 
own resources. On balance, Secretary Sawyer of 
the Department of Commerce foresees a deficit of 
around 100,000 tons. 


More Aggressive Stockpiling 


To make matters still tighter, the Munitions 
Board has just announced its decision to start ag- 
gressively the stockpiling of copper, a step it has 
long delayed through fear of hampering industrial 
activity. It plans to acquire 30,000 tons to be de- 
livered at an approximate rate of 2,500 tons monthly 
until June, 1949. Measured by total domestic con- 
sumpton this may not seem a very significant spur 
to demand, but in view of the already tight situa- 
tion, its impact may carry considerable weight. 
Furthermore, the 1948-49 Federal budget makes pos- 
sible the acquisition of up to $285 million worth of 
non-ferrous metals, and an additional $375 million 
is being requested for long term contracts with 
domestic and foreign suppliers. 

As a result of changing conditions during the first 
half of the year, copper prices have by degrees risen 
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Financial Data on Non-Ferrous Metal and Metal Fabricator Stocks 





Net 


Current 


Assets 


Inven- Price- _Invest- 
tories Net Per Share Div. Recent Div. Earnings ment 
—($ million) — 1947 6mos.'48 1947 Price Yield{ Ratiot Rating COMMENTS 





Aluminum Co. of Amer... 


. $122.8 


$92.7 $5.64 wien $2.00 $59 3.4% 10.5 BI Fully integrated and largest domestic 


producer in field. Record demand and 
tirmer prices assure dividend stability. 





American Metal, Ltd........ 


29.0 


22.8 3.84 $1.31 2.25 32 7.0 8.3 B2 Mexican strikes restricted first half year 


earnings but outlook favorable and 
company's entrenched smelting business 
should support liberal dividends. 





American Smelting & Ref... 


109.6 


75.6 12.70 5.18 5.00 b 59 8.5 4.6 B3 Current status mixed by strikes but 
‘ . ‘ ’ higher prices should bring better earn- 


ings in second half and there is proba- 
bility of year-end extra dividend. 





American Zinc, Lead & Sm. 


8.6 


8.3 98 46 .20 7 2.9 7.1 C3 Operates smelters and low grade ore 
deposits. Fairly stable earnings possible 
under current conditions and conserva- 
tive dividend probably secure. 





Anaconda Copper .... 
WwW 


198.2 


92.9 5.02 3.00 3.00 38 7.9 75 B2 Both mining and fabricating divisions 


are making excellent profits. The divi- 
dend is well secured and chances for a 
year-end extra are good. 





Anaconda Wire & Cable 


19.1 


12.7. 10.05 3.98 6.25 36—CO«dI7«4 3.6 C+3 High copper prices creating some re- 


sistance among users of company's fab- 
ricated products, but earnings should 
continue at very satisfactory level. 
Dividend seems stable. 





Bridgeport Brass . 


18.7 


16.2 1.19 82 90 10 9.0 8.4 C+3 Rising costs of finished and semi-fin- 


ished products harve held earnings to 
slightly lower levels but improvement 
possible during balance of 1948. No 
dividend probable. 





Cerro de Pasco Copper 


8.3 2.61 ; 2.00 24 8.3 9.2 B| Some relief from heavy Peruvian imposts 
may benefit 1948 earnings and _ in- 
creased output may expand sales. Re- 
duced dividend of 37!/2 cents quarterly 
likely to hold. 








Climax Molybdenum . 


5.0 97 46 1.20 15 8.0 15.4 B2 Dominant producer of molybdenum. 

Stiona sinances may assure dividend 

stability but higher costs are restricting 
protits slightly. 








Driver-Harris 


ax 439 2.77 3.00 37 8.1 8.4 Bl Manufacturer of nickel products. First 
half year earnings trended upward and 


taiher liberal dividend policies likely 
to continue. 





Eagle Picher 


94 405 2.10 150 = 21 7.1 5.2. C+2 Strikes and scant supplies of purcua © | 


lead and zinc have reduced sales but | 
dividend probably secure on 45 cents | 
quarterly basis. 





Fansteel Metallurgical 


3.8 aw 25 II 2:3 15.4 BI  Retiner of rare metals and maker of | 
alloys. Earnings outlook uncertain as | 
only tax credit prevented deficit last 
vear. Small dividend possible in 
December. 








General Alloys 


C3 Producer of heat and corrosion resistant 
castings. Drab earnings and absence of | 
dividends lend only speculative aspects | 
to chares. | 


Ai Nil 2 








General Cable 
X 


21.1 


8.4 2.79 94 50 12 4.1 4.3 C3 Lower shipments and increased costs 
tending to reduce near term profit po- 
tentials. Reduced dividend of 25 cents 

quarterly, though, may continue. 





Howe Sound _ 


v3 


1.1 3.15 222 2.00 4l 49 13.0 B! Higher prices for lead and zinc suggest 
earnings uptrend in current year, fol- 
lowing rise in first half year. 50 cents | 
avarterly dividend seems secure. | 








Hudson Bay Min. & Smelt. 


| 


11.9 4.65 2.75 3.00 44 6.8 9.4 C+ Operates low cost zinc-copper deposit 


in Manitoba. Firm prices should benefit | 
earnings, as trend in first half reveals. | 
Libera! dividend indicated. 





| Inspiration Cons. Copper 


8.5 


2.0 3.93 1.70 2.25 20 Aie2 AL C+2 Dependent upon low grade ore bodies | 
in Arizona, but high copper prices | 
promise good earnings for a while. 
Dividend unlikely to change. | 





International Nickel 


144.1 


53.9 247 1.36 2.00 31 6.5 14.2 B| Large production of copper in addition | 
to world's largest output of nickel 
bringing improvement in earnings. 
Extra dividends probably in sight. 





International Silver 


17.0 


10.4 14.98 9.12 6.00 $3 9.5 4.2 Al Largest fabricator, with continued up- 
: trend in sales and earnings. Liberal 

dividends swelled by $1 extra payable 

in September. | 





Kennecott Copper 
WwW 


252.4 


54.9 8.49 4.46 4.00 58 6.9 6.9 BI Among lowest cost copper miners and 
with substantial fabricating facilities. 
Rise in copper prices indicates in- 
creased earnings and continued pay- 
ment of extra dividends. 





Magma Copper . 


57 


2.0 2.47 1.05 1.00 20 5.0 8.1 C+3 High cost operations are likely to pre- 
clude significantly better earnings 
though rise in copper prices a favor- 
able factor. Small dividend probably 
sate. 





Miami Copper ... 


11.2 


4.8 4.36 1.56 1.75 17 10.3 a9 C+3 Marginal copper producer, with in- 
creased copper prices likely to hold 
earnings at fair level for a time. Con- 
servative dividend seems stable. 





a—3 months June 30. 
b—Plus 20% stock. 


t—Based on 1947 dividends. 
t—Based on 1947 earnings. 


c—Plus 10% stock. 
c—5 months May 31. 
n.a.—Not available. 
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to a 19-year peak of 231% cents per pound, the latest 
boost of 2 cents having occurred in recent weeks. 
Since the new price level compares with a wartime 
ceiling price of 12 cents, it can be envisaged that 
profit margins of the leading producers have been 
well sustained despite sharply higher wage rates. 
The situation is somewhat complicated, though, by 
the integrated operations of several large mining 
concerns with fabricating subsidiaries. Brass mills 
controlled by Anaconda, Kennecott and Phelps 
Dodge (American Brass, Chase Copper and Phelps 
Dodge Copper Companies respectively) are esti- 
mated to account for about 65% of total domestic 
sales. The same thing is true of wire mills con- 
trolled by these leading mining concerns. 

The stiff prices now being obtained for refined 
copper point to a possible uptrend in net earnings 
for the leading copper miners during the second 
half year, including low cost producers as well as 
high cost miners that have had difficulties in achiev- 
ing profit gains since the elimination of Government 
subsidies about a year ago. About two-thirds of the 
representative concerns listed on an appended table 
showed improved earnings for six months compared 
with a year ago, the moderate downtrends for the 
other third being confined mainly to fabricators. 


Since of total manufacturing costs in the fabricat- 
ing units, raw materials currently account for a 
record proportion of more than 50%, the question 
arises whether the firmer copper prices will not 
further narrow profit margins in this division. 


Light Metal Competition 


In a highly prosperous period such as the present, 
producers and fabricators of copper suffer little 
from competition of the lighter metals. The spec- 
tacular strides achieved by the aluminum industry 
in postwar, though, seems to have created a serious 
threat in appraising the long term situation. Alu- 
minum has edged in on a long list of markets 
formerly dominated by copper, may hold many of 
them permanently and currently is achieving record 
peacetime sales and earnings for its producers and 
fabricators. 

Since VJ-Day the demand for this light metal has 
increased to a point far in excess of earlier esti- 
mates, reaching proportions only a little short of 
the peak attained during World War II. Though pro- 
duction is now running at the rate of 1.3 billion 
pounds annually, or four times the average of 
prewar, the Aluminum (Please turn to page 658) 








Financial Data on Non-Ferrous Metal and Metal Fabricator Stocks (Continued) 





Net 
Current Inven- 
Assets tories 


—__ —($ million)— 1947 6mos.'48 





Net Per Share Div. 
1947 


Price- _Invest- 
Recent Div. Earnings ment 


Price Yield$ Ratiof Rating COMMENTS 








| Mueller Brass 7 7.8 Fa 4.20 1.81 
=: 


1.50 19 7.9 i 


C+ 3 Fabricator well entrenched in ~ trade 
and enjoying earnings above average 
though less than last year. 1948 divi- | 
dends of $1.50 may be supplemented 
by extras. 





New Jersey Zinc n.a. n.d. 4.21 74 








450 67 67 160 B82 





Largest producer of zinc, with 1948 
earnings likely to approximate those of 
1947, despite strikes. This year’s divi- 
dends should equal those of the previ- 
ous year. } 








| 
| Ohio Brass ‘B” 5.1 3.5 








| Phelps Dodge 8.64 
Ww 





Revere Copper & Brass 20.0 5.93 
X 





Reynolds Metals 2.68 2.60 
X 


3.00 45 6.7 77 


“420 (660 Oe GA BI 


1.00 17 sg "2g 


“ae 2 2 


Diversified output “resulting “in “good | 
sales and earnings. Strong financial 
position and liberal dividend policies 
lend attraction to shares. 
Second largest domestic copper | pro- 
ducer and important fabricator. In- 
creased production and sales at firm | 
prices favor prospects or year-end extra | 
dividend. | 
C+3 Somewhat lower sales probable for 
1948, with earnings slightly reduced i 
absence of inventory profits. Conserva- 
tive dividend not likely to change. 
C+ | Heavy demand for aluminum and other 
metal products at high prices bene- 
fitting earnings. $1 quarterly dividend | 
amply earned. 


C+I | 














Rome Cable 3.9 3.6 2.83 55a 





St. Joseph Lead. 23.8 6.7 6.48 3.01 
X 


3.00 53 5.7 8.2 B2 


[7 an ae ae oe 





C+3 Well established manufacturer with 
earnings currently somewhat reduced by 
competition and high costs. The [5 
cents quarterly dividend appears en- 
tirely safe and a year-end extra is | 
possible. 

Excellent e earnings ngs reported for | 19a | 
may be equalled in current year unless | 
work stoppages prevent. Dividend im- 
provement quite possible. 








Scoville Mfg. 5 25.1 18.9 3.70 1.39 


2.00 29 6.9 7.8 B3 


Broad diversification of « output has | 
served to stabilize long term earnings. | 
Dividends paid since 1856. Current | 
earnings satisfactory though slightly | 
less than in 1947. | 








—_ 


U.S. Sm., Ref. & Min. 3.00 48 6.2 9.4 C-+3 23.4 11.2 5.11 1.39 e Operates lead, zinc, gold and silver 
W mines. Higher costs adversely affecting 
earnings but no change in dividend 

expected. 
Vanadium Corp. of Amer. 7.8 4.8 1.17 Nil 21 ; 18.0 C+1 Owns world’s largest deposit of vana- 


dium in Peru, processing the metal in 
the United States. Improved earnings 
have warranted payment of 25 cents 
quarterly dividends thus far in 1948. 





$—Based on 1947 dividends. 
t—Based on 1947 earnings. 
a—3 months June 30. 

b—Plus 20% stock. 





c—Plus 10% stock. 
e—5 months May 31. 
n.a.—Not available. 
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oce EMOUSEECTS FOR... 


MACHINERY 
AND MACHINE 


TOOL... 


By H. F. TRAVIS 


Wi industrial expansion and moderniza- 
tion still at high level, manufacturers of heavy 
machinery should achieve earnings for the full year 
1948 at least as favorable as those of last year. To 
judge from reports for the first half, producers of 
machine tools have fared less well, but signs are 
appearing that the second half may prove more 
favorable for some concerns in this division. On 
the whole, the conservative dividend policies char- 
acteristic of this industry should assure stable pay- 
ments for the balance of the year, with prospects 
of occasional extras in the fourth quarter. 

The Federal Reserve Board’s index of machinery 
production reached a record peacetime high of 285 
in the first quarter of 1948, indicating that for the 
group as a whole, gains by the makers of industrial 
machinery should more than offset laggard progress 
by the machine tool builders for the entire year. 
Specialty concerns for the most part seem to be 
holding sales and earnings fairly close to figures 
for the previous year. During the current quarter, 
earnings of all sectors in the industry may develop 
a slightly downtrend, due to plant closings for vaca- 
tions, but thereafter they are apt to spurt upward. 
The final quarter is usually the best for the group 
and if no serious operating difficulties develop, 
should round out another fairly good year for most 
of the concerns, with some reporting increased sales 
and profits. 

Backlogs orders are holding at record levels for a 
number of makers of capital goods. Equipment 
builders for the oil, steel, mining and textile indus- 
tries are facing a demand that should continue un- 
abated for several years to come. With estimates 
that all domestic industries will spend around $9 


638 


billion during the second half for plant and equip- 
ment, the proportion allotted for machinery and 
tools is bound +o be substantial. Road building, too, 
along with excavating and public works embracing 
sewage disposal and the like seems headed for great- 
er activity, while the utilities are greatly broaden- 
ing their demand for electrical machinery. 

As regards export demand, this promises to con- 
tinue substantial for a number of years to come, the 
only barrier to large shipments being the scarcity of 
American dollars abroad. ECA not long ago esti- 
mated foreign machinery needs across the Atlantic 
at more than $1 billion through June 30, 1949. De- 
spite delays in implementing the program exports 
of industrial machinery rose 2.5% in the January- 
May period of 1948 and it looks as if total exports 
this year will be closely comparable to the record 
$1.3 billion of 1947. Aside from Europe, some Latin- 
American countries are importing peak amounts of 
textile machinery from American sources. 


Safe Backlogs Despite Rising Prices 


Manufacturers of heavy machinery requiring cus- 
tom-built specifications with protracted delays in 
construction have protected themselves widely by es- 
calator clauses in their contracts, for far higher prices 
for steel do not appear to deter buyers of industrial 
machinery from placing orders at correspondingly 
advanced quotations. Hence makers of these items 
are lifting volume in the current year and as a rule 
succeeding in widening profit margins on the en- 
larged sales. Shortages of raw materials and possi- 
ble work interruptions present potential barriers, 
though, to well sustained progress in production. 
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Position of Leading Machinery Stocks* 





Price- _—Invest- 
Net Per Share Div. Div. Recent Earnings ment 
1946 1947 6mos.1948 1947 Yield{ Price Ratiof Rating COMMENTS 


: ° 9. | Dominant producer of special machinery for to- 
$ .80 5.0 to $16 0 C+ bacco and baking industries, with additional diver- 
sification. No change in dividend expected. 

C+] Prominent boiler makers achieving substantial sales 
and earnings. ——— backlog. Fair chance of year- 
end extra dividend. 

Blaw-Knox 2.49 223 1.33 1.10 6.5 17 7.6 C+ | Makes specialty steel products through nine divi- 

aoe ede sions. Sizable backlog assures near term high vol- 

ume and fair earnings. Dividend secure. 

1.00 * 7.1 14 4.4 C+ | Largest manufacturer of mechanical presses. Good 

uptrend in full year earnings indicated. Conserva- 
tive dividend amply earned. 

C+2 Leading maker of excavating machinery, with sub- 
stantial backlog, large sales and good earnings. 
Capital needs may preclude dividend improvement. 

Buffalo Forge 3.56 8.09 3.76 4.45 12.0 37 4.6 C+3 Volume and earnings holding near favorable 1947 

levels. Declaration of a year-end extra would not be 
surprising. September dividend lifted to 60 cents. 

18 C+] Leading producer of machine tools with prospects 

enhanced by elimination of Government surplus 
stocks. Resumption of dividends obscure. 

Caterpillar Tractor ae 3.25 5.29 1.48c 3.00 5.3 57 10.8 B2 Principal maker of track type tractors. Strikes re- 

ducing earnings this year but uptrend now prob- 
able. Stable dividend indicated. 
‘3 3 A leader in special field. Volume and earnings 

« *" ; C+2 rather steady compared with year ago. 1948 divi- 
dends should equal !947. 

C+] Successful maker of gas, oil and diesel engines. | 
Increased sales and earnings likely in 1948. Con. | 

servative dividend not likely to change. 

| Evans Products J S08 6.52 1.24 1.25 8.9 14 2.1 C+3 Earnings satisfactory though under last year’s peak. 

| Diversified output a favorable factor. Dividend 

safe and increased liberality possible. 

8.0 * Bi  Uptrend in sales of diverse products indicated, 

aided by ERP and Defense Program. The 65 cents 
quarterly dividend appears secure. 
Fairbanks Morse . 5.14 7.05 4.65 2.50 5.4 46 6.5 B—| Expanded facilities proving beneficial. Uptrend in 

x volume probable but rising cost may restrict earn- 

ings gains. 1948 dividends should equal those of 
last year. 

2.6 38 8.5 Al Aggressive producer of fruit and vegetable proc- 

essing machinery, with marked growth record. No 
immediate rise in dividends expected. 

Leading manufacturer of boiler and refinery equip- 

ment. 1948 sales and earnings should improve, but 

no change in conservative dividend rate antici- 
pated. 

1.52 1.20 8.6 14 4.2 C+2 Long established maker of cutting tools. Absence 

of competition from Government surplus may bring 

1948 earnings close to last year. Dividend safe. 











American Mach. & Foundry $1.05 $1.77 $1.02 





Babcock & Wilcox 2.94 10.06 7.44 3.50 5.3 66 6.5 
X 








Bires, (E. W o 1.70 3.11 4.87 
xX 





Bucyrus Erie . 2.08 3.81 1.63 1.50 TS 20 $.3 








Bullard . . EI det30 33 Nil 











Chicago Pneumatic Tool... 5.01 10.41 5.07 3.50 
X 








| Cooper-Bessemer def .54 7.55 5.03 50 1.7 29 3.8 








| Ex-Cell-O .. 3.03 5.23 3.11 2.60 6.2 42 
| 








Food Machinery & Chem... 3.21 4.49 2.85 1.00 
X 














| 
| 
| Foster Wheeler... 103.300 4.40 1.00 28 8936 «61092 | C+ 
| 
| 
{ 


| Greenfield Tap & Die...» 4.70 3.33 





Ingersoll Rand 4.64 8.03 2.41 4.50 6.3 72 9.0 Al _!mportant supplier of machinery for oil and con- 
struction industries. Outlook favorable. Liberal | 


| 
| dividend policies indicated. | 











| Joy Manufacturing re 3.29 8.52 5.50 2.10 5.7 37 4.3 C+2 Sharp upturn in orders for mining machinery points | 

i xX to larger net earnings during current year. Divi- 

| dends should continue at 60 cents quarterly. 

| Link Belt ............. = 5.50 8.68 6.16 3.00 4.6 65 75 BI A leading producer of heavy machinery and con- 
veying equipment. Large backlog enhances out- 





with year earlier. 





| 
i. 
| look. 1948 dividend payments should compare well 





| 

| | 

| Mesta Machine .. 2.56 3.03 2.50 6.1 4113.6 C-+I Expansion by steel industry benefitting this spe-| 

| cialized maker of steel producing machinery. 
| Liberal dividends probable. 

Monarch Machine Tool 3.23 3.46 1.21 2.00 8.0 25 Ly. C+2 Somewhat reduced sales and earnings probable 

this year but no variation in 50 cents quarterly 


dividend expected. 
C+3 Maker of automatic machine tools and similar 
specialties. Slackened demand tending to reduce 
| earnings but 50 cents quarterly dividends seem safe. 
| Niles-Bement-Pond .. def .06 123 .60 6.0 10 8.1 C+2 A leading producer of precision instruments and 
| machine tools. Little variation in operating results 
probable during 1948. Small dividend indicated. 


| Starret, a = tae i 3.00 75 40 5.2 C+2 Well sustained earnings in 1948 expected. Company 





| 
| National Acme oo cn 5.23 4.41 1.34 2.50 10.0 25 5.7 











makes precision tools. Strong finances bolster ex- 
pectations of dividend stability. 





Specialized producer of heavy rolling mill machin- 


| United Engineering & Fdry. 1.46 4.12 2.32 2.00 4.7 43 10.4 BI 
| ery. Higher earnings in current year. Ample ceil 
ance of steady dividend payments. 





6.8 i 3.4 C+3 Manufacturer of laundry machinery experiencing 
downtrend in demand. But conservative dividend 
should not be endangered. 
| Van Norman Co. voces 2.97 2.60 1.69% e 1.40 10.8 13 5.0 B2 Despite smaller demand for milling machines and 
| cutting tools, diversified output should help to sta- 
| bilize earnings. 25 cents quarterly dividend secure. 
| Waukesha Motor ow... » 53 4.54 2.48 f 1.25 6.9 18 4.0 B—3 Important producer of combustion engines. Satis- 
| factory earnings expected, with ample coverage 
| of dividend. 


— Pump & Mach. 3.53 5.86 2.49 .67b 3.4 20 3.4 B2 Large backlog orders suggest continued heavy vol- 


U.S. Hoffman Machinery. 7.31 3.26 65 75 


1 











ume. Rising cost may trim earnings moderately but 
25 cents quarterly dividend seems entirely safe. | 





| 

*—Figures adjusted for stock splits and stock dividends. c—7 months July 31. 
t—Based on 1947 dividends. e—Period July 19, 1947 to July 17, 1948. 
t—Based on 1947 earnings. f—9 months April 30. 


b—Plus 10% stock on old stock. 
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Most manufacturers of machine tools have been 
passing through a rather discouraging period due 
to heavy compecition and downtrending sales. Re- 
duced earnings and even deficits have marked their 
record here and there. In part this was due to the 
blight of bargain prices tagged on huge quantities 
of Government surplus tools, partially because of 
restricted exports and increasingly satisfied domes- 
tic demand. During the early part of this year, 
though, business in this division showed signs of im- 
provement and production on an over-all basis held 
fairly steady compared with the previous year. Exit 
of the Government from competitive markets eased 
the situation considerably and the development of 
some 200 ultra-modern tools tended to stimulate 
sales. 


Tool Manufacturers at Half Capacity 


A survey conducted by the National Machine Tool 
Builders Association a few months ago revealed that 
tool manufacturers as a whole were operating at 
only about 50% of capacity, or close to the 1947 
rate of $307 million annually. Producers of some 
tools were running at a rate of only 25% but the 
makers of lathes were making a far better showing. 
Similar variations were characteristic of other divi- 
sions. On the whole, most of the machine tool manu- 
facturers had backlogs at midyear equal to about 
three months production and reported orders com- 
ing in at a rather encouraging rate. 

Given a few months more time, the machine tool 
builders are likely to emerge from their recessive 
status. The defense program seems certain to spur 
the demand for up-to-date equipment and during the 
next few months an influx of orders from this source 
is expected. Some estimates of medium term orders 
originated by the program exceed $100 million. Be- 
sides this probable stimulus to the tool branch of 
the machine industry, ECA is expected to place 
some very large orders right after New Year, but 
hopes for earlier action are slim. 

On the average, exports of machine tools have 
accounted for about 20% of total sales in past years 
and in 1947 the percentage rose to 26.6%, but dur- 
ing 1948 it dropped to around 10%. Shortage of 
dollars rather than declining demand accounted for 
this drop. Since the acquisition of modern machine 
tools will be a prime factor in European recovery, 
it is certain that means will be provided to make the 
necessary payments without prolonged delay. 


Foreign Potentials under ECA 


Under the ECA program, foreign buyers will be 
encouraged to place approved orders direct with 
American manufacturers after the exchange prob- 
lems have been solved. What may be expected in the 
way of new volume is shown by reports that Europ- 
ean customers are already frantically striving for 
confirmation of orders aggregating over $125 mil- 
lion for machine tools, but must await permission 
from ECA. Alexander G. Bryant, president of the 
NMTBA has left for Europe at the request of Wash- 
ington to confer with ECA officials as to how neces- 
sary credit assistance can be furnished to these 
would-be buyers. 

Reports that Russia has discussed a possible $48 
million order for machine tools with a British firm 
have made headline news, but whether it can or will 
be accepted remains to be seen. The significance of 
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this prospective order to American manufacturers 
rests mainly on political considerations that have 
shut the Russian market to our suppliers, provided 
the tools could be used in military production. The 
large size of the order, though, may indicate wide- 
spread pressure in all the satellite countries for 
tools to stimulate normal industrial expansion, and 
in the final analysis, Chairman Hoffman may find 
it advisable to land part of such business indirectly 
for American concerns. All depends upon the kind 
of tools requested and their potential end use. 
While prospective large scale orders for export 
now’ brighten the outlook, the potentials of our 
domestic market alone in coming years are decid- 
edly encouraging. Fact is that about 90% of tools 
used by industry are of prewar design and in many 
instances have been rendered obsolete by postwar 
technological developments. Now that manufactur- 
ing break-even points everywhere have soared to 
worrisome heights, it is natural to anticipate an 
abnormally well sustained demand for cost-saving 
devices. Hence the medium term problem of the sup- 
pliers should largely involve skill on the sales end. 
As the industry’s Association is now claiming that 
the metal working industry could save up to 50% 
if it were fully equipped with modern machine tools, 
verification of the statement could lead to rather 
spectacular results for the tool builders. 


Desire for Cost Savings 


It appears to have taken the manufacturers of 
heavier and more expensive equipment ample time 
to prove the validity of cost savings by the use of 
up-to-date equipment. But now many specialists of 
this kind are literally swamped with large orders. 
These include heavy presses, pumps, power gener- 
ating machinery and excavating units. So great is 
the demand for monster tractors, cranes and power 
shovels that deliveries are being accepted on a 
basis ranging from a year and a half up to three 
years. The road ahead in this field for leading con- 
cerns such as Caterpillar Tractor seems unusually 
bright. 

Among other specialized concerns making excel- 
lent progress and likely to see prolonged prosper- 
ity is Food Machinery & Chemical Corporation. 
This company has achieved marked growth by devel- 
oping a long list of mechanical devices to speed the 
handling of agricultural products both on the farm 
and in the factory. Its recent merger with Westvaco 
Chemical will undoubtedly broaden its markets for 
insecticides, fertilizers and related items. To a sim- 
ilar degree specialization should continue to create 
good earnings for Worthington Pump and Dresser 
Industries, especially as the $2 billion expansion 
program of the oil industry will not be completed 
for several years. 

All said, there are many elements in the machin- 
ery and tool picture that warrant confidence in the 
shares of well situated concerns. While it is true 
that the industry is more sensitive than others to 
shifts in economic activity, study of the record will 
reveal many companies that rapidly resumed profit- 
able operations after 1932, for example. The large 
number of firms in the machine tool group renders 
them more vulnerable to highly competitive influ- 
ences, but even here there are cases where average 
earnings and dividends appear about as satisfactory 
as many in industries rated as more stable. 

Fram our table it will (Please turn to page 655) 
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y 2 distilling industry seemingly has now 
entered a period when operations should be more 
stable than for several years past. Good grain crops 
assure ample supplies as Government allocations no 
longer enter the picture. Last year’s problems of 
alternating over-stocked and under-stocked dealers 
have now been smoothed out. At long last there is 
promise of a coming balance in demand-supply fac- 
tors involving aged whiskies, although another half 
year may elapse before its realization. But heavy 
competition and possible variations in public con- 
sumption are likely to develop divergent trends in the 
volume and earnings of some of the leading liquor 
producers. 

Early this year, demand for distilled liquors by the 
consuming public declined about 9° below 1947 
levels, but since then trade reports indicate a moder- 
ate uptrend from month to month. Opinion appears 
to differ whether this improvement will continue 
throughout the last part of the year, but with con- 
sumer incomes remaining high and the holiday sea- 
son coming, the odds favor the optimists in this 
respect. 


L. MERTON 


As has happened in some other 
luxury industries, however, high 
living costs are rather clearly 
reducing the amount of money 
that can be spent for distilled 
liquors. With a Federal tax of $9 
per gallon and state taxes taking 
another $1.42 on the average, 
consumers are paying a very 
fancy price, undoubtedly too 
fancy for many purses under cur- 
rent conditions. The Federal Bu- 
reau of Internal Revenue, along 
with various local authorities, 
took in more than $3 billion 
through liquor taxes in 1947 for 
the second year in a row. This 
tells its own story as to sustained 
demand for liquors, despite a 
modest downtrend. 

Stocks of aging whiskies in 
bonded warehouses rose above 500 million gallons in 
July, once more about equalling prewar proportions, 
but the supply of 4 year old material remains tight 
around 35 million gallons. Within the next ten 
months, though, 28 million more gallons will come of 
age, for the most part early in 1949, thus just about 
meeting the expected demand for 55 million gallons. 
During the second half of 1949, about 53 million gal- 
lons more will come of age, with an addition of 90 
million gallons in 1950 and 110 million in 1951. Hence 
the industry before long will surmount the serious 
barrier it has faced since the early days of the war. 

Through acquisition of other concerns in recent 
years, a limited number of distillers now control the 
bulk of our domestic business, and they are now gird- 
ing themselves for an.all-out competitive battle. It is 
thought that all of them in the current fiscal or cal- 
endar year will report sales and earnings closely 
comparaxvle to the previous period. This foreshadows 
stable dividends, with prospects of greater liberality 
dimmed by heavy capital requirements to carry huge 
inventories, and consequently large debts. Likelihood 
of a coming price war is (Please turn to page 660) 





Net Per Share 
1946 1947 Interim 1948 


$11.70 $4.04 $2.80 9mos.June30 $3 


American Distilling 


|Brown-Forman Distillers. 9.74 6.69 


| Distillers-Seagrams 2.73. 4.88 5.28 9 mos. April 30 


|National Distillers 1.40 6 mos. June 30 
TIO 1.99 


Publicker Industries. 





Schenley Distillers 13.58 7.46 6.80 9mos.May3l _ 
X 


Statistical Summary of Leading Distillers* 


Div. 
1947 
.00 


1.00 
60 
2.00 


1,03 6mos. June 30 5% stock — 


Price- Invest- 
Recent Earnings ment 
Price Ratio Rating COMMENTS 
$37 9.2 C+ 3 Illinois distiller conducting profitable 
business. 1948 volume and earnings 
should vary little from previous year. 
Dividend probably secure 
C-+3 Old established firm of high repute and 
well entrenched in trade. Strong fi- 
nances. Dividend considered fully safe. 
Canadian concern with American 
branches. Achieved highest volume in 
industry last year. 1948 earnings in up- 
trend. No change in dividend likely. 
Smaller orders from dealers early in 
year hampered progress but improve- 
ment now probable. No variation in 50 
; cents quarterly dividend expected. 
Diversified production enhancing growth 
but large inventories crowd working 
capital. Stock dividends rather than 
__cash indicated for near term. __ 
Uptrend in volume and earnings prob- 
able during current year, due to broad 
diversification and strong demand. Divi- 
dend amply earned. 


Div. 
Yield 


8.1%, 


Vel 13 1.9 


a2 16 3.3 BI 


10.0 20 4.4 B3 


-22~—~«I:.0 BI 


Al 











Walker-Gooderham 5.28 6.54 7.57 9 mos. May 31 


& Worts 


BI Sales and earnings substantially on up | 
grade. Raised 37'/2 cents quarterly divi- 
dends may be supplemented by occa- 
sional extras. } 





*Figures adjusted for stock splits and stock dividends 
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By H. S. COFFIN 


Pe lenctusarers of rail equipment, with very 
few exceptions, turned in encouraging earnings re- 
ports for the first half year. In scanning prospects 
for full 1948, the weight of evidence points to well 
- sustained progress by all divisions of the industry, 
not only for the balance of the current year but for 
some time thereafter. Cross currents that could 
alter the outlook for individual concerns favorably 
or otherwise, however, enter the picture. 

The nation’s railroads are continuing to spend 
huge sums to modernize their rolling stock, track- 
age, signalling systems and motive power. Their 
capital expenditures last year aggregated $865 mil- 
lion, compared with $562 million a year earlier, and 
orders placed during 1948 have pushed backlogs of 
their suppliers to new heights. About 65% of ex- 
penditures are going for new locomotives, freight 
and passenger cars, with the balance allotted for 
roadway and structures. These generous outlays are 
spelling good business for the specialized units in 
the equipment industry, and as the railroad program 
is far from complete, high level activity seems in 
store for the indeterminate future. 


Progress Towards Higher Volume 


Not only economic considerations but defense 
problems as well increase the need for stepping up 
deliveries of new rail equipment on a broad scale, 
and despite scant supplies of raw materials, espe- 
cially steel, the manufacturers have made some prog- 
ress during the current year. Profits on the larger 
volume achieved, though, have generally been less 
than they should be normally, though an uptrend is 
now noticeable. Statistical evidence of this is re- 
vealed in the appended tabulation of 16 leading 
equipment manufacturers, all but one of which show 
steady advancing earnings during the first half year, 
with more than half on the upside. Operations, par- 
ticularly involving rolling stock, have been increas- 
ingly improved as mass production methods came 
more and more into play, allocations of steel were 
more dependable, and plant efficiency was bettered. 
While standardization of freight cars has been a 
favorable factor in production schedules, wide vari- 
ations in design of the modern passenger cars have 
curtailed profits generally in this division. 
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Within reasonable time, 
attempts to standardize the 
construction of passenger 
cars will probably succeed in 
cutting both costs and time 

\ of deliveries, for the rail- 

NN roads and manufacturers 
WS alike would gain 
if these proposals 
became realistic. 
As it is now, some 
passenger car 
producers like 
Pullman antici- 
pate a lag of sev- 
eral more months 
before their cus- 
tom-built passenger cars can swell profits, 
despite increased deliveries. The signifi- 
cant elimination of orders for steam loco- 
motives in favor of diesel powered units 
has also created problems for manufac- 
turers obliged to adjust their facilities 
and to figure how the new unit costs can be held 
within profitable limits. Signs are accumulating that 
good progress in this direction has been made. 

During the first five months of 1948, freight car 
builders strove in vain to reach the desired monthly 
production goal of 10,000 units, although in theory, 
rated capacity was far in excess of this limit. Scant 
steel supplies accounted for the lag, though contro- 
versy over the claim has arisen. In June, freight 
car deliveries amounted to 10,387 units for the first 
time in many years but the Office of Defense Trans- 
portation gloomily predicted that in following 
months, shipments would slump again. This proved 
true in July but August results surprised everyone 
by topping 10,000 for a second time. 





N 
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Heavy Retirement of Rolling Stock 


Optimism over receipt by the railroads of sub- 
stantial quantities of freight cars is tempered by 
realization of the number of worn-out units con- 
stantly being retired. During the first seven months 
of 1947, no less than 34,383 cars of this type became 
wholly useless through wear and tear, or 8,209 more 
than new acquisitions. In the corresponding period 
of 1948, on the other hand, the excess of deliveries 
over the retirements was about 32%, with 58,892 
new cars put in service compared with disuse of 
44,717. 

As of August 1, all railroads and private car lines 
had on order 125,290 new freight cars against 117,- 
267 at the same time in 1947. Despite larger ship- 
ments, accordingly, manufacturers’ backlogs have 
continued to mount, and there are no signs of near 
term diminution. It should be realized, however, 
that the railroads themselves build about 2,000 cars 
monthly in their own shops, leaving approximately 
8,000 for the commercial builders to account for. In 
the broad picture, the main point is that the rail- 
roads still have in service some 20,000 fewer freight 
cars than they had in 1944, regardless of record 
economic activity and a large increase in population. 
These brief facts suggest that the traditionally vola- 
tile equipment industry may experience prolonged 
prosperity in the current cycle. 

Activities of the locomotive builders also con- 
tinue to be stimulated by placement of large orders. 
As of August 1 this year, the Class 1 railroads had 
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1,628 new locomotives on order compared with less 
than half this number a year earlier. How the popu- 
larity of diesels has increased is shown by appor- 
tionment of 1,509 orders to this form of motive 
power against only 119 steam locomotives. The trend 
has led American Locomotive to concentrate entirely 
upon production of diesels, Lima to combine with 
Hamilton in line with similar policies, and Baldwin 
to sell a large interest in its business to Westing- 


house Electric Corporation. 

By gaining larger working capital and access to 
top engineering talent, Baldwin is now in position 
to accomplish better results in tackling a record 
backlog of around $120 million and to enhance its 
technological resources. ALCO is said to have a 
backlog of similar proportions, good for capacity 
operations for many months ahead. General Motors, 
through its Electro- (Please turn to page 657) 








Position of Leading Rail Equiment Companies 





Order 
Backlog* —Net Per Share— Div. 
($millions) 1947 6mos.1948 1947 


Price- _Invest- 
Div. Recent Earnings ment 


Yield{ Price Ratiof Rating COMMENTS 





American Brake Shoe... $27.0 $4.11 $1.74 $2.40 


B2 Replacement orders lend stability to earn- 
ings. 1948 net likely to equal 1947. Divi- 
dend payments may improve. 


6.5% $37 9.0 





American Car & Foundry 253.0 FAPC> fn 3.00 
X 


7.1 42 12.0 C+ 1 Large backlog and enhanced efficiency 
point to moderate earnings uptrend. Me- 
dium term outlook favorable. Dividend 
amply earned. 





American Locomotive 000... 123.0 1.70 89 1.65 


75 22 12.9 C+] Concentration upon diesel locomotives lift- 
ing earnings. Backlog orders assure well 
sustained operations. Dividend stability 
indicated. 





Baldwin Locomotive ................. ; 120.0 1.33 82 1.00 


6.7 15 11.2 B2 Perchase of sizable interest by Westing- 
house strengthens fundamentals. Record 
backlog promises continued activity. No 
change in dividend probable. 





General American Transp... eee 6.60 2.56 2.75 


5.3 52 7.9 B2 Operates large fleet of tank and refriger- 
ator cars, besides constructing for others. 
Prospects good and 75 cents quarterly 
dividends secure. 





General Railway Signal pee 1.41 1.30. 1.00 
X 


Bi Uptrend in sales and earnings due to ICC 
ruling that obliges railroads to improve 
signal systems. Earnings amply protect 
dividends. 


4.5 22 15.6 





Lima-Hamilton .................. . 84.0 1.40 91 .60 b 


55 i 7.8 BI Diversified production benefiting volume 
and profits. Capital needs for expanded | 
output may hold dividends to current con- | 
servative proportions. 





| 
| New York Air Brake. ; 6.20 2.90 3.50 
WwW 


9.5 37 6.0 B2 Expected upturn in second half year earn- 
ings fortifies dividend stability. Backlog 
assures large scale operations. 





Poor'& Co, “Bo . ee 2.41 1.42 1.50 


15 13 5.4 C+2 Sharply expanded orders for track equip- 
ment strengthen earnings potentials for 
1948. Ample coverage of conservative divi- 
dend probable. 





Pressed Stee! Gor... Rete: 97 = def.73 Nil 


8 C+3 Serious operating problems likely to result 
in deficit for 1948, although substantial 
orders are on hand. No near prospect of 
dividend. 





SUL an ae . 390.0 2.38 1.45 3.00 
X 


7.0 43 18.1 BI Huge backlog assures record activities and 
probably improved earnings in current 
year. Large working capital could warrant 
year-end extra dividend. | 





| Superheater ...... 2 nena 2.55 1.35 1.60 


Well sustained high level volume should 
bring earnings for 1948 close to last year. 
Dividend secure with possibility of extra 
payments. 


6.4 25 9.8 €-F 





Symington Gould ... ae 5 47 25 


4.2 6 40.0 Ct Demand for castings sustaining volume but 
high costs do not permit wide profit mar- 
gins. Modest dividend probably safe. 





Union Tank Car............. : ‘ 4.23 Ss. 2.50 


7.4 34 8.0 B2 Operates the largest tank car fleet. Sta- 
bility of satisfactory earnings suggests 
good chance for year-end extra. 





Westinghouse Air Brake. 674 «= 4.22,—S—s«250——s3.00 
W 


8.1 37 8.8 Al Leading producer of airbrakes and sig- 
nalling equipment, with enviable earnings 
and dividend record. Probable year-end 
extra in sight. 





Youngstown Steel Door..... estas 2.54 ° 1.67 1.00 


59 17 6.7 Bi large backlog and good cost controls 
point to well maintained high volume and 
earnings. A near term extra dividend not 
unlikely. 








t—Based on 1947 dividends. 
t—Based on 1947 earnings. 
*—Latest indicated. 


b—Announced annual rate. | 
c—Fiscal year 1948. 
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The MOVIES © & 
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dividends by Twentieth Century- 
Fox, Universal and RKO, this does 
not necessarily herald a long con- 
tinued downtrend to dismal depths, 
despite a probable further drop be- 
fore a levelling off process begins. 
If some of the strong concerns are 
successful in cost savings plans now 
under way, earnings are likely to 
warrant distribution of conservative 
dividends. 

Effective October 1, the British 
Government will tighten restric- 
tions upon foreign films exhibited 
by lifting their own dometsic quota 
to 45% compared with 17% estab- 
lished in 1947. There is a question, 
though, whether British producers 
can manufacture enough new pic- 
tures to supply their theaters with 
requirements on this higher basis. 
Regardless of the stiffer rule, Amer- 
ican concerns will be allowed to 
withdraw an aggregate of $17 mil- 
lion annually from accumulated 
earnings for proportionate division 
among themselves. Furthermore, our 
domestic picture concerns threaten 
to ship no Class A films to England 
hereafter unless permitted to show 
two pictures where a British the- 
ater uses double features. While give 
and take bargaining still clouds the 
, outlook, beyond much doubt foreign 

revenues of American concerns will 
e e e e be drastically reduced for a consid- 
erable time to come, for aside from 
England, many foreign countries 
are swamped with exchange prob- 





How extensively the reduced for- 
eign revenues may affect our movie 





By C. F. MORGAN 


7s accumulation of handicaps still bearing 
down upon the motion picture industry clouds its 
near and medium term potential progress. Manager- 
ial efficiency of the major concerns is being put to 
a severe test in combatting half a dozen tough prob- 
lems that have arisen within the last year or so 
and produced a downtrend in earnings. 

In combination, these difficulties create a broad 
range of uncertainties that will require consider- 
able time for clarification. The strong finances and 
proven resourcefulness of the leading movie con- 
cerns, however, suggest that their current share 
prices may have amply discounted troubles on the 
road ahead. 

At the outset, it should be realized that the ab- 
normally lush earnings of the industry during the 
1942-47 period established a very high base for com- 
parison in considering recent results. Under the 
stimulus of a sharp uptrend in national income dur- 
ing and following the war, net earnings of four 
leading movie producers soared to about 514 times 
the 1939 level for a peak in 1946, and in 1947 were 
still more than fourfold. Though earnings were 
sharply reduced during the first half of 1948 for all 
the producers in the industry, occasioning lowered 
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industry is shown by the proportion 

of gross income which various con- 

cerns have been previously receiving 

from this source. Paramount has de- 
rived only 10% from foreign sources, but the scale 
rises with R-K-O—15%, Twentieth Century-Fox— 
17%, Loews—20%, while Universal and Columbia, 
with no theater chains to swell revenues, have de- 
pended upon probably 40%. In the current year the 
impact of this adverse factor has been increasingly 
felt all along the line. 

More importantly, perhaps, theater attendance 
everywhere has de- 
clined as higher living 
costs have continued 
to pinch family in- 
comes. The extrava- 
gantly priced first run 
pictures have suffered 
most severely, and it 
seems clear that multi- 
million dollar produc- 
tions will no longer be 
featured. During the 
current year, every 
picture concern of im- | 
portance has trimmed 
its expense budget in 
a_ startling manner, 
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lopping off from $500,000 to more than a million 
dollars from earlier estimates for new films. These 
economies, however, cannot be fully reflected by 
more stable profit margins until 1949. This is be- 
cause the reduced amortization charges effected will 
not come into play until the pictures are actually 
released. Meanwhile the producers of last year’s 
high cost pictures are still struggling to charge them 
off against sharply lower revenues, with prospects 
that second half year earnings will be adversely 
influenced by this factor. It will be recognized, how- 
ever that substantial relief will come after the turn 
of the year. ; 
Additionally, the picture producers are combat- 
ting high operating costs as never before by cutting 
down their highly paid armies of specialists and 
rank-and-file, at the same time using simplified sets 
and reducing shooting time. Due to the haphazard 
and extravagant practices formerly in vogue 
throughout the movie industry, such goals should 
be easier to reach than in any other form of enter- 
prise, and without lowering the real quality of pic- 
tures. This lends encouragement to the hope that 
the industry can overcome many of its traditionally 
excessive production costs if it has the will, for the 
way assuredly is wide open. That such determina- 
tion is being broadly expressed is now very evident. 


One factor that has discouraged investors in. 
movie shares has been the step by Attorney General - 


Clark to enforce segregation of the picture pro- 
ducers from their large theater chains. Some time 
must elapse before this suit can be decided by the 
Supreme Court. The prospect that an adverse deci- 
sion might be forthcoming is naturally disturbing to 


the well integrated units of the industry, for their 
theater revenues proved highly stabilizing to in- 
come, sometimes acting as an offset to actual pro- 
duction losses. 

Soberly viewed, though, this situation does not 
warrant undue pessimism, for if divestment of the- 
ater interests become a fact, shareholders in the 
parent concerns would merely be allotted their 
proper share in the pie, or if the theaters were sold 
for cash, a substantial value over book values might 
be realized. But left with total dependence upon 
production, producers might have to revise their 
budgets downward in order to survive. 


Video Competition 


Another disturbing element that seems to have 
entered the equation is the rapid onward march of 
television. With sales of video sets now limited only 
by restricted facilities for producing parts, there is 
ground for uneasiness as to the eventual impact of 
competition from this source. When hundreds of 
new television stations are established and millions 
of home owners can both see and hear a wide variety 
of entertainment by the fireside, the urge to attend 
movie theaters rather naturally may lose intensity. 
Not to be overlooked, though, is the fact that prac- 
tically all of the larger film producers are fostering 
the development of television, for their own pictures 
can be readily televised, thus broadening their dis- 
tribution facilities on a wide scale. On balance it is 
quite possible the movie industry may turn out to 
be gainer rather than loser in this interesting com- 
petitive struggle now (Please turn to page 659) 














1946 1947 


Statistical Summary of Leading Motion Picture Companies 


———————Net Per Share Dv 
Interim 1948 1947 


Price- _—Invest- 
Div. Recent Earnings ment 


Yieldt Price Ratiof Rating COMMENTS 








pas Pictures $5.22 $5.33 $ .98 39.wks.March27 $1.00c¢ 10.0% $10 1.9 


"E44 “Reduced foreign revenues cloud earn- | 
ings potentials, as company owns no 
theaters. Outlook not bright and divi- | 
dend payments uncertain. | 











92 42 wks. June 3 1.50 8.8 iz 7  B 


Fully integrated concern 1 with excep- 
tionally stable earnings record. Current | 
downtrend in earnings makes dividend | 
not too secure. 





| 
| 
| Loew's, Inc... 3.66 2.26 
| 
| Paramount Pictures 5.27 4.46 


1.96 6 mos. July 3 2.00 8.7 23 5.2 ~ B3 Lower earnings probable but operat- | 


ing economies may cushion drop. 50) 
cents quarterly dividend seems safe for | 
balance of year. | 








Radio-Keith-Orpheum 3.17 1.30 


49 26 wks. July 3 1.20 150 8 6.1 


B—3 Well integrated producer and exhibitor | 
now controlled by Hughes interests. 
Despite economies, prospectively lower | 
earnings may reduce dividends. 


| 








Republic Pictures 40b § .09 02. 6mos. April 26 


Nil ~ oo 


C3. Relatively small producer facing re- | 
duced revenues and profits. October | 
preferred dividend passed, and com- | 
mon dividend remote. } 











Twentieth Century-Fox 7.91 4.81 


2.37 26 wks.June26. 3.00 14.3 ”| 4.4 B3 A strong concern with earnings in recent | | 


downtrend, but still sufficient to sup- 
port conservative dividend. 








Universal Pictures 5.32 3.11 


| 
| 


.12) &mos. May | 2.00 








Warner Brothers 2.62 3.03 1.41 9mos. May 29 150 13.6 JI! 3.6 B3 Fully integrated and financially aroma | 








t—Based on 1947 dividends. 
t—Based on 1947 earnings. 

| b—48 weeks ended October 26. 
c—Plus 2!4% in stock. 


| 
| 
| 
| 
| 
| 
| 


Technicolor, Inc. .... 48 1.56 96 mos. June 30 1.00 7.1 14 9.0 C+ Strong demand and substantially in- 


20.0 10 22 C+3 Release of several profitable pictures | 
. this year holding earnings at satisfac- 
tory level, though earlier poor oa 
will reduce net for year. Dividend ap- 
pears secure. 





unit, with current outlook favorable if | 
new pictures prove popular. Current | 
dividend rate of 25 cents quarterly | 
should be maintained. 








creased output creating uptrend in | 
earnings. Greater dividend liberality | 
possible. 




















SEPTEMBER 25, 1948 


645 

















Trend 


The Dow industrial average 
has been in a zig-zag downward 
formation—a succession of lower 
tops and bottoms—since June 15; 
the rail average since July 14. 
The best rally lasted only a little 
over three weeks. Dow-Theory 
people figure: that the summer 
highs of 193.16 and 64.95 for the 
two averages were bull-market 
highs, which makes all previous 
downside reference points mean- 
ingless. Therefore, they can, and 
probably will, get “confirmation” 
of a new bear market while the 
averages are still much above 
their lowest 1946-1947 levels 
which were, roughly, 163 for in- 
dustrials and just under 46 for 
rails, However, the Dow-Theory 
method, workable at times, has 
been uncommonly futile on the 
broad, but not sustained, swings 
of the past two years or so. This 
column thinks that we still have 


a floundering, trading-range mar- 
ket; that a surpassing of the 
summer highs within the next six 
months is not a good bet; that it 
will take either war or convincing 
evidence of business recession to 
break the old lows of 163 and 46 
in the averages. 


Omens 


The gradual tightening of 
credit means that the only ques- 
tion about the high-grade bond 
market is whether it will hold 
near present levels or work lower. 
Preferred stocks, on an average, 
are very close to 1948 lows, 
which were under both 1946 and 
1947 lows. Bank stocks and oper- 
ating utilities are still nearer the 
1948 highs than lows, but the 
range in both has been narrow 
for some time. Conditions, at 
least on the surface, in the auto- 
mobile and steel industries were 
never more bullish, yet such baro- 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 

: 1948 1947 
DERE I Si cis cpa 9 mos. June 30 $3.32 $2.19 
BY Ps Pharell Gas... ..5.0. 6s cc cies ec ceecce 12 mos. July 31 6.37 4.70 
Intl. Minerals & Chemical ........................ Year June 30 5.85 4.35 
Kayser (Julius) & Co. 2.0.0.0... eee Year June 30 3.67 3.50 
Lakey Foundry & Machine ........................ 9 mos. July 31 1.84 1.75 
PROTON PIGRBEIS OTD. 055 55020ssccscoscvesscrsssonsece Year June 30 7.33 4.78 
Pe RU Wee Oe MEPIS irene sy onscyrexecbstcoeressantoe 9 mos. July 31 6.19 4.94 
Pittsburgh Metallurgical .......................... Year June 30 1.60 -53 
MEIER 5s so css chvavcchvasecibeceeshyvicdvonncbaaseunabeaeet 6 mos. June 30 1.25 1.00 
Timken Roller Bearing ........................0c000 6 mos. June 3 3.15 * 3.04 
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metric common stocks as General 
Motors and U. S. Steel are unable 
to act significantly better than the 
general market. Most of the in- 
vestment and speculative ‘‘omens,”’ 
in short, although not positively 
bearish, are more bearish ,than 
bullish. 


Waste 


Like everyone else, the writer 
of this column feels much happier 
when circumstances permit tak- 
ing an optimistic view of the 
market outlook. It therefore pains 
us to see bullish news being 
wasted, in the sense that the 
market ignores it. When General 
Motors raised its dividend, the 
market, in effect, said ““So what*”’ 
When General Electric more re- 
cently boosted its rate from a 
$1.60 to a $2.00 annual rate, the 
market again declined to cheer. 
According to the Department of 
Commerce, building activity in 
August broke all former records; 
but the building stocks continue 
to perform somewhat worse than 
the industrial average. And so it 
goes. The boom continues — but 
investors never for more than a 
short while put aside doubts as 
to how much longer it will last. 
In a way, maybe it would be a 
good thing to have the long- 
awaited recession and get it over 
with. It is about as clear as any- 
thing can be that any further 
good news on business, earnings 
or dividends will make no signifi- 
cant difference to the market. But 
there is every reason to suppose 
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that the eventual bad news will, 
despite the very considerable 
psychological preparation which 
has been made for it by the un- 
commonly long period of caution, 
doubt and questioning. 


Arrears 


For nearly eight years (1941- 
1948, inclusive) it has been rela- 


there is never certainty that a 
recap which is “in the works” 
will come through without hitch, 
you never know just when it may 
come through, and only insiders 
have advance knowledge on the 
terms. Some recaps of recent 
years have had highly profitable 
results for the common share- 
holders. One of the most spectacu- 
lar examples was American 


has not even adopted consolidated 
ticket offices. This column repeats 
its warning on the stocks. Their 
“ceiling” at the present time is 
practically zero — meaning that 
the clouds are indeed dense. Don’t 
buy them. If you hold them, the 
chances are that even at present 
apparently low prices you will 
save some money by selling them. 


tively easy to sell almost anything Woolen. Consolidation 
which could be made. In each of 
these years total corporate profits Fast American Home Products has 


have been above those of 1929. 
Last year they were, and this 
year they will be, over double the 
1929 level. It should not need to 
be emphasized, under these cir- 
cumstances, that where there are 
still arrears on preferred stocks 
there is something the matter 
with the companies involved. This 
is not said in criticism of the 
management. Perhaps old mis- 
fortunes, or mistakes, were so 
great that it will take longer than 
eight years of good profits before 
preferred stockholders get paid 
what is due them. Among pre- 
ferred stocks listed on the New 
York Stock Exchange, or the 
Curb Exchange, there are still 
about 60 on which there are ar- 
rears. A large percentage of them 
are utility holding companies. 
There are not a great many in- 
dustrials left. Some of the best- 
known of them, all quite specu- 


A couple of issues back we ex- 
pressed here an aversion to stocks 
of meat packing companies, 
among others. Since then Armour 
has omitted the dividend of the 
common and the stock has fallen 
to a new low. We didn’t have any 
advance information — just an 
idea. The way packer stocks are 
acting, this column ventures to 
predict that some day you can 
again buy a good steak without 
mortgaging the house. That is, if 
you wait until about the autumn 
of 1949 and if there is no war. 


Ceiling Zero 


Air lines are nearing the end 
of this year’s seasonally favorable 
traffic period, with nothing done 
to solve the industry’s basic prob- 
lem, which is: too many vacant 
seats, too much expense, too little 


grown greatly over the years 
mainly by the process of buying 
up smaller companies having 
established trade-marked prod- 
ucts such as proprietary items, 
household and food specialties, 
ete. Sales went from $13.6 million 
in 1929 to $31.7 million in 1939 
and to $127.6 million last year. 
Expansion of this type often 
brings lower profit margins and 
only modest long-term gains in 
earnings per share — and has 
done so in this instance. The 
operating profit margin. was 
27.4% in 1929, 19.8% in 1939, 
11.5% in 1946 when the record 
high net per share, to date, was 
shown at $2.46, compared with 
$1.82 in 1929. Last year, like 
most in its field, the company had 
a “recession,” the margin falling 
to 9.9% and earnings to $1.72 a 
share. However, things are now 
looking up. The company has 
































: lative, and the amount of the ar- profit, if any. Higher fares are stopped expanding long enough 
‘ rears per share are: Curtis Pub- on the way out; and it is im- to do some internal housecleaning 
P lishing $7 preferred, $59.50; Long- —_ probable that the RFC will make via coordination of its numerous 
e Bell Lumber $5 class A, $79.29; salvage loans except possibly on activities, with substantial econo- 
s Bush Terminal Buildings $7 pre- terms distastful both to the lines mies. Earnings rose to $1.14 a 
‘3 ferred, $54; General Steel Cast- and their creditors. Any idea that share for the first half year, from 
e ings $6 preferred, $57.75; Minne- | Government money will pull the only 73 cents for the like period 
u apolis-Moline Power Implement chestnuts out of the fire to help of last year, and for the full year 
€ $6.50 preferred, $31.12 ; and Pitts- the common shareholders is sheer will come very close to the previ- 

burgh Steel $5 preferred, $53.75 fantasy. Probably the way out is ous all-time high of 1946, or 
‘i and $7 preferred (samecompany) to stop expansion until traffic $2.46. Dividends have been paid 
a $120.75. grows up to present facilities, to each year since 1926, with the 
le reduce duplicate routes through policy fairly liberal. The present 
r. Selections mergers and to economize wher- rate is $1.20 a year, payable 10 
of ever possible. So far the industry (Please turn to page 655) 
n Curtis Publishing ought to be 
3 5 able to pay the regular $7, plus wey an 
le substantial cash payments against | 
mn arrears in nearby years, and DECLINES SHOWN IN RECENT EARNINGS REPORTS 
it eventually clear the latter with- 1948 1947 | 
ut out a recapitalization. The stock Mecenee wei eas, 6 mos. June 30 — def. $ .83 $ .30 | 
a is priced, at this writing, around Electric Auto-Lite .......cccccsccesceseesee: _.....6 mos. June 30 3.20 3.38 
as 142. Minneapolis-Moline $6.50 General Realty & Utilities ....................... 9 mos. June 30 52 71 
st. perferred is now priced around Seeneraeeaiy 7h VLE eerie 6 mos. July 31 1.39 1.46 
a 118. The chances are that arrears Lehigh’ Valley Coal... :....6...0.05.cecccccesesscones 6 mos. June 30 79 2.48 
g- of $31.12 a share will be cleared GME TORRONE... 505s sdvedeticisdecbee etecsecteesic .6 mos. June 30 52 -92 
er by a recapitalization in the not WMI MONG iii cise bens veo cdccedacadscccseckcccde. Year June 30 def. 2.59 .50 
Y- distant future. We have pre- a aL 6 mos. June 30 62 72 | 
er viously cited the common stock ME Ch hs ee, 6 mos. June 30 2.41 2.73 | 
gS of this company as a speculation Smith (L.C.) & Corona Typ. ............. “sess mos. June 30 “4.77 5.57 | 
ifi- on this recap. The word “specu- | 
ut lation” is used advisedly, for 
se 
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The Personal Service Department of THE MaGazINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


‘. §. Special rates upon request for those requiring additional service. 





Mountain States Power Company 


“Please report recent operating rev- 
enues and net income of Mountain States 
Power Company.” 

O. P., Grand Rapids, Michigan 

Operating revenues of Moun- 
tain States Power for the 12 
months ended June 30, 1948, 
amounted to $9,173,274, as com- 
pared with $7,841,904 for the 12 
months ended June 30, 1947. Net 
operating income, after operating 
expenses, maintenance, taxes and 
depreciation was $1,700,293 for 
the 12 months ended June 30, 
1948, compared with $1,335,127 
for the corresponding period 
ended June 30, 1947. Net income, 
after deduction for all interest 
charges, amortization of debt ex- 
pense and premium, etce., 
amounted to $1,395,374 compared 
with $1,007,294 for the corre- 
sponding period indicated. Earn- 
ings per common share for the 
1948 period amounted to $5.07, 
compared with $3.51 in the pre- 
ceding 12 months. 

For the six months period 
ended June 30, 1948, operating 
revenues amounted to $4,784,265, 
compared with $4,051,092 for the 
corresponding period of the pre- 
vious year. Net income for the 
first six months of 1948 amounted 
to $709,223, equal to $2.58 per 
common share, compared with 
$542,192 or $1.91 per common 
share for the corresponding peri- 
od of 1947. The stock is currently 
paying a 6214c quarterly divi- 
dend. This issue is listed on the 
New York Curb Exchange. 
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Carrier Corporation 

“Please advise on order backlog, earn- 
ings and working capital position of 
Carrier Corporation.” 

G. R., Reading, Penna. 

Carrier Corporation, leading 
manufacturer of air conditioning 
and refrigeration equipment, 
established a new high record of 
$55,734,519 in completed contracts 
and sales during the twelve 
months ended July 31, 1948. The 
comparable figure for the previous 
similar period was $46,120,771. 

Net profit for the period was 
$2,531,456 after provision for in- 
come taxes, certain non-recurring 
expenses and reserves for conting- 
encies, or $3.89 per share of com- 
mon stock. This compares with 
$2,378,744 for the twelve months 
ended July 21, 1947, or $3.62 per 
common share. These latter figures 
reflect carry-back tax credits for 
the three months ended October 
31, 1946, and income tax provi- 
sions for the nine months follow- 
ing. 

New orders booked during the 
twelve months ended July 31, 1948, 
totalled $50,209,802 and the corre- 
sponding period for the preceding 
period was $40,445,390. As of July 
31, 1948, the Corporation had a 
backlog of unfilled orders amount- 
ing to $20,908,610 as compared 
with $26,433,327 a year earlier 
and with $21,668,140 on November 
1, 1947, the beginning of the pres- 
ent fiscal year. The backlog had 
been reduced despite an increased 
volume of new business. The re- 


duction was largely attributed to 


improved production operations, 
together with more normal order- 
ing practices on the part of dealers 
and distributors. The first nine 
months of fiscal 1948 completed 
contracts and sales were almost 
identical: in amount with the vol- 
ume of new orders booked after 
giving effect to all cancellations. 
Although foreign and marine or- 
ders were below those of the first 
nine months of fiscal 1947, domes- 
tic bookings were substantially 
greater and total new business 
written in the present fiscal year 
was approximately 12 percent 
above that of the corresponding 
period a year earlier. 

In July, all of the short-term 
bank loans of the Corporation 
were paid off and its net working 
capital as of the month’s end was 
$16,047,175 with cash on hand 
amounting to $3,791,011. Corre- 
sponding figures a year earlier 
were $14,133,808 and $2,523,893, 
respectively. 


Associates Investment Company 


“Please furnish information as to re- 
cent earnings and expansion program 
of Associates Investment Company.” 

L. D., Pontiac, Michigan 

Associates Investment Company 
and its finance subsidiaries ac- 
quired a gross volume of receiv- 
ables totalling $298,484,707 in the 
six month period ended June 30, 
1948, compared with $199,677,143, 
in the same period of the preced- 
ing year. 

Consolidated net earnings of 
the company and all subsidiaries 
for the first half of 1948 were 
$3,086,190, or $2.96 per share on 
the common stock outstanding, 
compared with $1,559,182, or 
$1.50 per share for the first six 
months of 1947, after giving ef- 
fect retroactively to the two for 
one substitution of $10 par value 
common stock for no par value 
common stock effective August 
25, 1947, and the sale of 200,000 
additional shares on October 14, 
1947. 

Emmco Insurance Company and 
its subsidiary Emmeco Casualty 


(Please turn to page 657) 
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Important Advance Notice 


of Increase in Price! 


eS eginning October 15th, due to mounting costs, the price of The Magazine of 
Wall Street will go to $15 per year. . . a rate still the lowest in the field. 


We held off as long as we could from taking this action . . . steadily absorbing 
rising expenses over the past five years . . . particularly the accelerated advan- 
ces of the past year. For example .. . 


>> Our payroll shows an overall increase of over 150%. This has 
been due to natural expansion of our facilities in view of the crit- 
ical days through which we are passing . . . to the employing of 
more and more specialists to serve you . . . and, of course, due 
to promotions and keeping pace with higher living costs. 


Our manufacturing expenses have also risen spectacularly . . . with 
many items such as paper and equipment advancing from 150% 
to 200% and more. Everything has gone up in like proportion . . . 
engravings, composition, printing, binding, etc. 

>> Our overhead costs have soared .. . due to having our organization 
in the heart of New York’s financial center with all modern ser- 


vices . . . data and facilities for intensive research . . . etc.—the 
general maintenance of the highest standards of efficiency. 


As you can see, we have spared no expense in rendering a service to you of the greatest 
value for we know that the protection aad building of your investment capital and in- 
come is most important to the security and happiness of you and your family. 


Our work is a necessity to you as an investor today . . . and we believe we are supply- 
ing you with the best tools possible for use in your investments as well as your busi- 
ness. We shall always continue to do so. 


Please Use Order Form Selo to Send Your Renewal 


BEFORE PRICE INCREASES OCTOBER 15! 


on eneenennene==-CLIP OUT AND MAIL TODAY----=---=---- 


FM AGALINE (WALLSTREET 
90 BROAD STREET, NEW YORK 4, N. Y. 


[} I enclose $12.50 for one year ... 26 issues . . . renewal sub- 
scription to The Magazine of Wall Street . .. plus FREE 
Continuous Consultation Service on 3 Securities at a Time. 


O I enclose $25 for special two years ... 52 issues . . . renewal 


subscription to The Magazine of Wall Street ... plus FREE 


Continuous Consultation Service on 3 Securities at a Time. 
‘Subscriptions are deductible for income tax purposes, 


reducing your cost by at least 20%) 


10-Year-Old 
Investment and Business Service 
in Convenient Magazine Form. 


BY RENEWING NOW, YOU SAVE $2.50—$5.00 
The Magazine of Wall Street Advances to $15 Per Year Oct. 15 
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You Seeure . 


Market Forecasts — of unique accuracy — ahead of the 
cyclical turns — a consistently conservative policy which has 
earned the confidence of readers in its sound judgment since 


1907. . « » Service Elsewhere Would Cost. 


Industrial, Security Analyses — far ahead of the chang- 
ing trends—our selections have shown hundreds and thou- 
sands of points for those who “got in” on sound issues at 


bargain levels. . . - Service Elsewhere Would Cost.. 


Washington Letter — unexcelled in its practical inter- 
pretation of political activities, and their effect on your 
business and investments — will continue so during these 
times of great political change 


. + Service Elsewhere Would Cost. 


Domestic, Foreign Affairs—Analyzed by Charles Bene- 
dict — widely quoted — who has for years been way ahead 
of the news and aapnee — interpretations on in- 
ternational diplomacy. 


Economic, Money, Business — we have dealt with the 
deep currents — so that our readers were not tossed hither 
and thither by the nee: and eddies on the surface of events. 


- Service Elsewhere Would Cost .. 


Plus Securities Consultation Service — your privi- 
lege as a subscriber — to consult us directly by mail or wire 
on any three of your stocks—at any time—at no charge. 


- Service Elsewhere Would Cost.. 


- $50—$500 


$25—$350 


- $15— $75 


$10—$100 


$20—$200 
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Keeping Abreast of Industrial 


¢ and Company News ° 





The du Pont company announces that it has begun 
the small scale manufacture of titanium metal, a 
new basic raw material for industrial development. 
This silver-white metal is not only light and strong 
but it is also highly resistant to corrosion and has 
a higher melting point than the commonly used 
metals. It is comparable to stainless steel in strength 
and corrosive resistance but weighs only a little 
more than half as much per unit of volume. 


A revolutionary new type of safety reflective 
sheeting for automobiles has been announced by the 
Minnesota Mining and Manufacturing Company. Ap- 
plied to motor vehicle bodies, this newest form of 
“Scotchlite’ makes them as clearly visible after 
dark as in daylight. The new reflective sheeting 
is made with a perfectly smooth, glossy surface 
similar to the standard car finish. It can be made 
available in all colors and shades. 


The latest type disc brakes for railroad cars, per- 
fected by the Budd Company, will be installed on the 
50 sleeping cars recently ordered from Budd by the 
Union Pacific Railroad, according to G. M. Barnes, 
Vice President in Charge of Engineering. He states 
that this new brake gives quick, smooth braking, 
free from chatter, even under emergency appli- 
cation. He adds that it increases the life of the 
wheels and saves up to 1,000 pounds per car. 


Columbia Broadcasting System has announced a 
four-year program for extending its television opera- 
tions into more than eighty cities, in contrast with 
the five that are linked now. Both sponsored and 
sustaining programs will be supplied on film to out- 
lets requiring the service until such time as all CBS 
television stations are linked via coaxial cable or 
microwave relay in regional and _ coast-to-coast 
networks. 


The New York, New Haven & Hartford Railroad 
Company has inaugurated radio-telephone service 
on four of its trains. This is believed to be the first 
New England rail system to install such facilities. 
Calls to and from all parts of this country and 
Canada and to South America and points overseas 
-may be made. The service wil be available to both 
coach and parlor car passengers. 


According to W. P. Marsh, Jr., president of 
United States Industrial Chemicals, beef supplies 
can be increased by hundreds of millions of pounds 
in a few months with the general adoption in the 
range country of a new technique of animal parasite 
control, using the recently developed insecticide, 
Pyrenone. Tests have shown that a single applica- 
tion save adequate lice control for the entire season, 
resulting in cattle gaining substantially in weight. 
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It is possible now to have the beneficial winter 
sunshine in school rooms, factories, offices, and even 
mines. This is due to the development by Westing- 
house Electric Corporation of a new fluorescent sun- 
lamp which can bathe large groups simultaneously 
indoors with unseen but beneficial ultraviolet such 
as exists in natural sunlight. Company scientists 
claim that the new lamp is the most powerful yet 
produced. 


Studies of the application of gas turbines to loco- 
motives have shown their feasability for high speed 
passenger trains, according to a paper read to The 
American Society of Mechanical Engineers by 
Walter Giger, consulting engineer of Allis-Chalmers 
Manufacturing Co. He states that higher speed is 
attained without reducing safety of operation, by 
lowering the center of gravity and by reduced 
weight, as well as by streamlining. 


Tomorrow’s auto engine will give 25 per cent more 
miles per gallon, and you will be filling up at the 
gasoline pump on such high-compression fuels as 
triptane, tuolene, benzene, and trimethylpentane as 
well as superleaded gas. The American Chemical 
Society has been told by leading petroleum chemists 
that new fuels can be ready by the time efficient 
engines are on the market. 


The Chesapeake & Ohio Railway is in the market 
to dispose of seventy-one sleeping cars that it or- 
dered in 1946 but that have not yet been delivered. 
Part of an original order for 192 cars, the cost has 
steadily gone up from $90,000 per unit in 1946 to 
approximately $180,000 today, and may go even 
higher by the time the full order could be delivered 
at the close of 1949. By that time the road expects 
to complete much of the experimental work on its 
“Train X’’ which it may put into service in 1951. 


A new sulfa-type drug has successfully halted a 
polio virus in laboratory mice. This marks the first 
time a virus disease has been successfully attacked 
by a man-made chemical. The new drug carries the 
trade name of Darvisul and was developed by the 
American Cyanamid Company. Its effect on human 
poliomyelitis is as yet unknown. 


After three years of peacetime production during 
which a tremendous replacement backlog has largely 
been filled, the demand for all rubber products still 
continues at high levels compared to the immediate 
pre-war years, according to P. W. Litchfield, chair- 
man of Goodyear Tire & Rubber Corp. He estimates 
that the replacement demand for passenger car tires 
in 1949 would exceed this year’s estimated output of 
40,500,000 tires. 
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In raising bank reserve requirements, the monetary authori- 
ties have finally decided to use another of the weapons in 
their anti-inflation arsenal, but how much of a test this will 
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mean for the business boom 
remains to be seen. Some 
think that the various steps 
so far undertaken may ul- 
timately have a cumulative 
effect, though over the more 
intermediate term they will 
prove only moderately re- 
strictive. 


Doubtless it will become 
somewhat harder and more 
expensive to borrow money. 
Interest rates are bound to 
stiffen some more and lend- 
ers may become more selec- 
tive in choosing outlets for 
their funds. Still, as pointed 
out elsewhere in this issue, 
actual lending power of the 
banks will not shrink. They 
can easily raise additional 
reserves or credit funds by 
the sale of government 
bonds to the Federal Re- 
serve System. Very few, rel- 
atively, are likely to be 
forced to reduce their lend- 
ing. Generally there will be 
sufficient credit for all legi- 
timate business purposes to 
keep the boom going. 


The economy meanwhile 
continues at a very high 
level despite mixed Hon 
chiefly in soft goods lines. 
Nothing so far points to any 
notable contraction during 
the balance of the year, but 
the extent of the autumn 
pick-up in retail trade re- 
mains an important indica- 
tor of the prospects beyond 
the year-end. Industrial pro- 
duction, personal income, 
employment and consumer 
spending remains close to 
the year's peak, and Gov- 
ernment spending will prob- 
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ably accelerate from here on. 

oo of mounting concern in industry is the outlook for 
steel. The voluntary steel allotment plan, exports and ERP will 
require combined set-asides of an estimated 16 million tons 
of finished steel, out of a total production of about 66 million 
tons. This means that someone will get squeezed. 

The problem will become acute by the first quarter of next 
on and even more so thereafter. Makers of automobiles, 

ousehold equipment and many others may have to get long 
with less steel, may be forced to slacken their production pace 
already hampered by the steel shortage. india may hae 
to face output curtailment of certain end-use products in favor 
of preferred and more necessary production. Exact potential 
impact is still difficult to appraise, but steel consumers are 
worried. Hence the clamor for steel even in lines where produc- 
tion and demand has ben easing off. The purpose, obviously, 
is to build steel inventories against the day when more string- 
ent restrictions come into effect. 


Building Activity Currently Bright Spot 


Bright spot in current picture is strength of building activity, 
notably housing, with August figures setting new records. While 
a seasonal decline later in the year is inevitable and high 
building costs plus stiffer financing terms increasingly impinge 
on future new housing starts, a marked slump in construction 
is hardly likely. Huge public works projects are being held in 
reserve. Moreover, any future decline in building costs will 
open up vast new markets among would-be builders now hold- 
ing out for lower prices. Thus no great weakening of this im- 
portant economic prop appears in sight, though a moderate 
decline may very well occur. 


Bolstering Effect of Defense Spending 


Defense outlays are almost certain to rise next year. The 
presidential limitation of such spending to $15 billion annually 
may not stand much beyond the current fiscal year, during 
which $14 billion have been budgeted, if that long. Important 
determinant is the future trend of the international situation. 
The present outlook hardly encourages the thought that de- 


fense costs can be trimmed; rather it argues for a further step-. 


ping up, particularly if lend-lease to Western Europe is being 
revived. More of this will be heard once the elections are out 
of the way; as it looks now, it will become an integral part of 
our defense strategy to counter Russian aggression. 

Within the overall picture of high economic activity, expect 
further progress in the current process of piece-meal adjust- 
ment of industry to balanced supply-demand conditions, with 
production stabilizing at relatively high levels. In a good many 
lines, unit output has already peaked out; more will follow. 
But so far, no signs of any major weakness are visible for the 
period just ahead. 
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The Business Analyst 





MONEY AND CREDIT—M. W. S. common stock index drops 
to lowest level since April 10, and 100 high priced stocks to 
lowest since April 3, under difficult foreign situation, raising 
of reserve requirements, and uncertainty over the longer range 
business outlook. Bonds, preferred stocks and bank stocks yield 
ground grudgingly, despite threat to credit supply. Initial step 
to curb credit expansion by financial measures will have little 
effect upon the money market; but, coming at a time when 
some of the lesser tialiaieiae are already slipping, persistent 
manipulated pressure upon the money supply could, if for no 
other than psychological reasons, hasten and prolong the in- 
evitable post-war recession. 


TRADE—Department store sales in week ended Sept. 4 re- 
bounded to 16% above the like week last year, which con- 
tained one less shopping day. For the opposite reason, sales 
at New York City in the following week dropped to around last 
year’s level. Rising costs are eating into the margin of profit 
per dollar of sales, despite a cumulative increase of 8%, in the 
dollar total of sales to date. 


INDUSTRY—Business activity was off fractionally in the fort- 
night ended Sept. 4; but margin of increase over last year 
widened to 6%. Railroad net income in July was 133%, above 
last year, against seven-months’ gain of only 34%. Expendi- 
tures for new construction during August were largest for any 


month in history. Automobile dealers say it would take 26 | 


months to fill current backlog of orders. On the other hand 
a number of lesser industries have already passed their peaks 
of demand. 
COMMODITIES—Prices sink to new lows for the year; then 
rally a little. 


0. 





Department Store Sales in the week ended Sept. 4 rose 
to 16% above the like week last year, which had one less trad- 
ing day, compared with a cumulative increase of 8%, for the 
year to date. For the opposite reason, sales at New York City 
during the following week ended Sept. 11 dropped to 7%, 
below last year’s level. Costs are rising faster than sales, how- 
ever, so that profit margins per dollar of sales are narrowing. 

. ¢ * 

Torrid weather, pre-Labor Day influences and strikes at 
California oil refineries combined to produce a fraction dip in 
the nation’s physical volume of Business Activity during 
the fortnight ended Sept. 4; but, as the seasonal decline was 
somewhat larger a year ago, the margin of annual increase 


widened to 6%. 
* * * 


For the month of August, this publication's Business Index 
rose fractionally to 188.5%, of the 1935-9 average, from 188.3 
in. July, to a level 5.4% above August of last year. On a per 
capita basis, the index was 166.4% of the 1935-9 average, 
compared with 166.3 in July and 160.7 for August, 1947. 

* * 


Corporate Profits last year totaled $17.4 billion of which 
$10.8 billion was earmarked for employment-creating capital 
expenditures. The remaining $6.6 billion, only 39%, were dis- 
bursed to stockholders who doubtless invested a sizeable por- 
tion in employment-creating undertakings. Incidentally, em- 
ployees received directly during the year $82 billion for their 
contribution in brain and muscle power to current production. 
Stated otherwise, the owners of corporate enterprises, as repre- 


SEPTEMBER 25, 1948 


HIGHLIGHTS 












MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 





15 


TOTAL LOANS & 
INVESTMENTS 











wn 
wn 


DEMAND DEPOSITS oy, 
= ama 
aT 


Ps 5. GOVERNMENTS NN 





+ 
wn 


INVESTMENTS IN 


uw 
wo 


BILLION DOLLARS 


MONEY IN CIRCULATION Me, 


ert ere yk hk “ete 


“e enttgece tte 


” ——— 
| ssa TOTAL LOANS 


| 5 7 TTT nt 


GReeeeeee 

















EReeeee 


TFMAMITASOND J FMANIJASOND 
1947 19 48 


























sented by stockholders, received only 4% of what the com- 
panies take in, whereas employees received 96%. 
e" = 


Last year the National Banks earned only $453 million— 
$42 million less than the year before; yet dividend payments 


totaled $185 million—up $14 million. 
* + . 


Electric operating revenue of the larger privately-owned 
Utilities during July was 14% ahead of the like month last 
year, and even net income was up 9%. 

+ =. * 


July net income of the 131 Class | Railroads totaled $76.7 
million—122°% above the like month of last year, compared 
with a seven-months’ increase of only 34%. The phenomenal 
spurt in July was due largely to rate increases and a reduction 
in unemployment taxes. For seven months, the annual rate of 
return on property investment averaged only 3.79%, however, 


and 25 of the 131 carriers failed to earn interest and rentals. 
* * * 


Expenditures for new Construction during August were the 
largest for any month in history; though only 31% ahead of a 
year ago compared with an eight-months’ increase of 35%. 

* * 


The National Automobile Dealers Association says that 
dealers in Automobiles on July Ist had orders on their books 
for 7.3 million new cars—11°%/, more than as of the first of the 
year. It would take 26 months at current rate of production to 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) | Aug. Tae) ee (Continued from page 651) 
Cumulative from mid-1940, Aug. 371.5 370.5 358.4 13.8 
deliver that many autos. Orders can be can- 
FEDERAL GROSS DEBT—$b Sept. 8 252.7. 253.1. 259.3 55.2 | celled, though, if business conditions should 
not turn out to be as good as expected. 
MONEY SUPPLY—$b 
Demand Deposits—94 Centers... | Sept. | 47.0 47.1 47.0 26.1 x * * 
Currency in Circulati Sept. 8 28.3 28.1 28.7 10.7 
On the other hand, production of Radio 
BANK DEBITS—13-Week Avge. receivers in July numbered only 627,000— 
New York City—$b Sept. | 8.14 8.18 (7.32 4.26 | 43°, below last year and lowest since Feb., 
93 Other Centers—$b___________ | Sept. | 12.47 = 12.38 10.90 7.60 | 1946, Production for seven months was off 
. : : ‘ 
PERSONAL INCOMES—$b (cd3) July 214215214 102 A ae Main reason for the sang ho radio 
Salaries and Wages__._._|_July 135 134 135 66 aa a = CoMpanOn om eer 
Proprietors’ Incomes _.-__>_ July 51 53 5I 23 paper though expensive, Television 
Pe co sets of which 325,000 were turned out 
Interest and Dividends July 17 17 17 10 . i : 
against only 56,000 in the like month of 
Transfer Payments __. July i i i 3 1947. In July, 1946, only 41 eal 
(INCOME FROM AGRICULTURE) July 25 22 27 10 pap alls dican, Mas engpcientec 
More sets were shipped during the second 
CIVILIAN EMPLOYMENT—m (cb) | Aug. 61.2 61.6 595 51.8 | quarter of the current year than in all of 
Agricultural Employment (cb)... | Aug. 8.4 9.1 9.0 8.8 1947. 
Employees, Manufacturing (Ib) | July 16.2 16.2 15.7 13.8 ia * * 
Employees, Government (Ib). | Jul 5.6 5.6 5.5 4.6 ae 
ssianiiaaeaientt—as (cb) mn ae 1.9 2.2 2.1 3.8 Though competition is keen and profit 
margins are narrowing in the Soft Drinks 
FACTORY EMPLOYMENT (1b4) July 158 158 155 47 field, aggregate sales for the first half were 
Durable Goods July 185 184 184 175 still well ahead of the like period last year. 
Non-Durable Goods | July 137 133 132 123 Sales by the oldest company in the business, 
FACTORY PAYROLLS (1b4) June 359 347 327 98 Coca-Cola, led with an increase of 64%; 
followed by Canada Dry, up 12%; and 
FACTORY HOURS & WAGES (1b) Nehi, 7%. Sales by the remaining three 
Weekly Hours July 39.8 = 40.2 39.8 = 40.3 | major producers — Pepsi-Cola, Hires and 
Hourly Wage (cents)... 3 July 133.0 131.7 122.6 78.1 Dr. Pepper — suffered declines of 22.6%, 
Weekly Wage ($)——____._. July 52.96 52.95 48.98 = 32.79 | 23.2% and 26.8%, respectively. Profit mar- 
PRICES—Wholesale (12) Sept. 4 A ek as ms [en oe © Oe oe ees 
Retai first half were lower than for the like period 
etail (cdib) ._ | June 193.5 182.1 178.7 116.2 “ 3 
ast year. Outstanding exception was Coca- 
COST OF LIVING (1b3) July 173.7 171.7—«-158.4 ~—-110.2_—| Cola, which reported earnings of $3.72 per 
Food July 216.8 214.1 193.1 tt. common share this year aaginst only $2.75 
Clothing July 197.1 196.9 184.7 113.8 last year. 
Rent July 117.3 117.0 1100 107.8 * * > 
RETAIL TRADE—$b The outstanding shortage at the present 
Retail Store Sales (cd) ss July 10.56 10.76 9.36 4.72 |time is in Steel which, according to the 
Durable Goods sis ly 2.87 289 240 4.72 | Iron Age, is in some measure attributable 
Non-Durable Goods | July 7.69 7.87 6.96 3.58 | to a loss thus far this year of 1.6 million tons 
Dep't Store Sales {mrb)..... | July 0.68 9.82 0.62 0.49 | due to coal strikes .The steel shortage is also 
Retail Sales Credit, End Mo. (rb2). | July 6.68 673 488 5.46 | partly responsible along with strikes, for 
failure of some heavy goods industries, 
MANUFACTURERS’ notably automobiles, to achieve maximum 
New Orders (cd2)—Total._.___—s | June 262 244 245 181 production. 
Durable Goods __. ie pone 309 267 271 221 * * * 
Non-Durable Goods June 235 230 230 157 
Shipments (cd2)—Total____ June 335 328 295 187 Yet despite strikes, bituminous Coal 
Durable Goods | June 374 353 328 227 stocks are becoming topheavy and produc- 
Non-Durable Goods ia 315 314 276 158 tion is declining a little as smaller mines 
shorten hours. Until recently, capacity pro- 
BUSNESS INVENTORIES, End Mo. duction has been the rule; but it begins to 
Totol—$b (ed) - June 39.7 39.0 33.5 28.9 | look now as though the industry will revert 
Ruetotiren ccm iat June 17.8 16.9 15.1 16.7 | before long to its pre-war seasonal pattern 
Wass ‘ -— | June 8.1 8.1 6.8 4.1 | of high activity during winter months and 
Retailers June 5 GI. A ti 8.1 | lower operations in summer. Anthracite 
Dept. Store Stocks (mrb)._._.__..._._ | June 2.2 2.3 1.9 1.4 production, however, is still held back by 
BUSINESS ACTIVITY—1—pc Sept. 4 165.8 167.6 159.2 141.8 | CAF Shortages. 
(M. W. S.)—i—np___ ___ : Sept. 4 179.2 181.0 177.2 146.5 * * * 
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Latest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
— PROD.—1—np (rb) a 187 192 176 174 A heated war of words is on between 
ining July 154 159 140 133 
Durable Goods, Mfr July 220 ©«-222,—~Ct«CTt«CQ)~S—«| NK and Insurance Companies, each 





July 172 179 163 15! side accusing the other of promoting infla- 
tion by disposing of its Government bond 


Non-Durable Goods, Mfr 























CARLOADINGS—t—Total Sept. 4 895 = 891. = sB09—t—«3 ae 
Manufactures & Miscell Sept. 4 401 393 353 379 holdings to finance expansion in more profit- 
Mdse. L. C. L. Sept. 4 108 105 103 156 able business loans, as both clamor for 
Grain Sept. 4 51 52 48 43 hi shy 7 ‘ 

igher interest rates. Grapevine whispers 

ELEC. POWER Output (Kw.H.)m Sept.4  5A70 5478 4271_—-3,267_| hint at possible lowering of Govemment 

SOFT COAL, Prod. (st) m np hg aa i Ps support points for non-bank sales; but this 
Cumulative from Jan, |__ ept. 4 3 38 41 6 
Sisk Sick Oe July 58.1 58.0 45.4  +61.8_| Would tempt banks to buy at a discount and 








resell to the Federal. 
PETROLEUM—(bbis.) m 
































Crude Oouput, Daily RE EE 5.5 5.5 5.2 4.1 
Gasoline Stocks Sept. 4 95 96 86 86 * * * 
Fuel Oil Stocks Sept. 4 72 7I 57 94 
Heating Oil Stocks. Sept. 4 69 66 56 55 } Avan 
LUMBER, Prod. (bd. ft.) m Sept. 525 581 417 632 Unit production in a number of lesser 
Stocks, End Mo. (bd. ft.) b_______ | _ July 6.3 5.9 6.0 12.6 |industries has already passed its peak. 
STEEL INGOT PROD. (st.) m ie. 7.42 7.07 6.99 6.96 | Among these are vacuum cleaners, domes- 
Cumulative from Jan. |_____.__._ | Aug. 57.6 50.2 55.9 74.7 | tic heating stoves, water heaters, oil burners, 
ENGINEERING CONSTRUCTION truck trailers, tires, batteries, footwear, 
AWARDS—$m (en) Sept. 9 107 147 146 94 women’s and children’s clothing, cigars and 
Cumulative from Jan. 1. | Sept. 9 4,861 4,754 3,889 5,692 x E 
glass containers. When a Recession finally 
MISCELLANEOUS eee 
Paperboard, New Orders (st)t.......... | Sept. 4 234 166 197 165 occurs, it will be not nearly = SOVEHS GS the 
Cigarettes, Domestic Sales—b........ | July 27.5 31.7 29.5 17.1 1929-32 slump; because business loans are 
gone k rag Sales July 32 i 2.1 g.; | not extended, foreign nations are in no posi- 
Footwear Production (pairs) m..... | June 38.6 34.0 34.1 348 | tion to withdraw large sums from our gold 
onary ede 2 ——s ~ | July 474 431 379 352 reserves, while farm commodity prices will 
(bbls.) m.......... Sat Ca June 17.7 17.7 16.0 14.9 | receive at least some measure of support. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939--100). cd3—Commerce Dept., 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. |!—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of 1948 Ind (Nov. 14, 1936, Cl_—100) High Low Sept.3 Sept. 10 
Issues (1925 Close—100) High Low Sept.3 Sept. 10 100 HIGH PRICED STOCKS___-_-91.84 75.27 86.34 83.54 
312 COMBINED AVERAGE_____ 151.9 119.0 141.8 135.5 100 LOW PRICED STOCKS__._ 182.86 =135.10 167.99 158.30 
4 Agricultural Implements _ 240.1 178.8 222.1 213.1 6 Investment Trusts 71.6 50.0 65.3 61.9 
11 Aircraft (1927 Cl—100)__ 193.5 134.3 180.8 175.4 3 Liquor (1927 Cl—i00)___._ 843.5 637.7 727.6 707.4 
6 Air Lines (1934 Cl—100)__ 515.6 394.6 425.6 394.6e 9 Machinery —.._._...__._ 1795 136.8 160.3 154.3 
6 Amusement emotion O68 78.7 84.5 82.2 3 Mail Order sé: 89.8 110.5 108.2 
13 Automobile Accessories __._ 224. | 171.1 204.1 197.5 3S Mect Vaca 5 CIT 88.5 91.8 88.5a 
12 Automobiles iu. MES 31.4 36.2 34.8 13 Metals, non-Ferrous 189.1 138.0 168.3 162.7 
3 Baking (1926 Cl—I00)_.._. 21.9 16.4 20.6 20.1 4 Paper 48.7 34.1 43.9 42.0 
3 Business Machines _.....___ 297.1 224.7 282.4 270.4 24 fake. OKO 199.5 271.5 255.9 
2 Bus Lines (1926 Cl—100)__ 168.4 133.4 145.0 140.6 19 Public Utilities _.-- = -s_—«124.9 97.8 116.7 113.4 
§ ‘Chemicals | GFN 221.6 243.9 236.3 5 Radio (1927 Cl—!00)__.__ 30.6 17.8 25.4 23.8 
2 CoatiMining = 209 14.7 23.6 21.4 8 Railroad Equipment 67.2 . 52.9 59.7 57.8 
4 Communication... 56.1 42.3 47.5 46.2 24 Railroads —_ Ss t—~=«S' 20.5 29.1 28.1 
14 GConavuction ai.000- 3. TES 56.6 63.0 60.2 3 Realty 27.1 21.1 23.1 23.4 
7 Containers 346.0 283.5 300.3 283.5¢ 2 Shipbuilding . aint SS 102.8 135.7 132.9 
9 Copper & Brass. sd''9 92.0 109.5 104.5 2, Sone ornee SIGS 359.9 366.5 359.9d 
2 Dairy Products _...--—»>»_ 0.2 50.7 56.4 55.9 14 Steel & Iron. tC=«*'22*2.8 96.2 117.6 113.3 
5 Department Stores = ae 53.9 64.9 62.3 3 Sugar 54.7 44.8 51.2 50.2 
6 Drugs & Toilet Articles... 184.4 149.3 159.1 151.9 2 Sulphur 281.9 206.6 265.0 258.0 
2 Finance Compani 268.3 199.4 241.6 234.5 5 Textiles 170.4 118.9 160.9 152.0 
T Foou Grands ETS 152.8 169.0 165.7 3 Tires & Rubber 33.6 27.5 32.7 31.3 
2 Feod' Stores 22s ORS 59.7 61.8 61.0 6 Tobacco 71.7 62.4 71.7A = 69.7 
3 Furniture 88.3 70.9 85.2 80.1! 2 Natlaty Stores. STE 286.9 314.4 299.4 
3 Gala ‘Mining 2. C7727 620.6 644.9 624.1 17 Unclassified (1947 Cl—100) 109.8 90.0 104.0 100.6 





A—New HIGH since 1947. New LOW since: a—1947; c—1945; d—1944; e—1943. 
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After establishing new lows for the year, commodity prices 
rallied rather sharply; but closed off a little on the fortnight. 
Corn, however, showed little rallying power. Hides resisted the 
decline and closed up on the fortnight. Grain export allocations 
for the fourth quarter have been set at 145 million bushels of 
which only 45 million remain to be bought. Most of the overseas 
grain shipments after Dec. 1 will be made through commercial 
channels, For the first time since pre-war years, world wheat 
supplies this season will suffice for indicated demand. Our 
exports from the 1949 crop, according to the Agriculture De- 
partment, will probabtly not exceed 350 million bushels, 
against an estimated 450 million from the 1948 harvest. Pri- 
vate estimates indicate that planting of winter wheat this 
autumn, thanks to continuation of government support through 
1949, will be as large as last year. Wheat prices, now well 


under Government support levels, are expected to rally to 
somewhat above support levels after grain not eligible for 
Government loans has been disposed of. It is surmised that 
little “free wheat” will be available at the end of the present 
marketing season after at least 450,000 million bushels have 
been exported and 300,000 million tied up through loans or 
purchase agreements. The Agriculture Department's Sept. 1 
condition estimates place the 1948 wheat crop at 6% under 
last year’s record, and corn at 9%, above the 1946 record. 
Experts figure that around 850 million bushels of grain will 
lack storage space this season. They also think that as much 
as 5 million bales of this year’s cotton crop may be tossed into 
the laps of federal price-supporters. Taxpayers will have quite 
a bill to pay for Government storage, apart from a huge loss 
potential on ultimate sale. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Sept.13 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ______ 315.5 313.5 318.7 330.1 316.4 323.4 156.9 
1! Imported Commodities _ 281.1 283.3 286.7 284.6 274.0 286.2 157.5 
17 Domestic Commodities 340.0 334.8 341.3 363.3 347.3 350.1 156.6 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1948 1947 1945 1943 1941 1939 1938 1937 
High _.____. 162.2 164.0 95.8 92.9 85.7 783 65.8 93.8 
Low _ 149.2 1264 93.6 89.3 743 61.6 57.5 64.7 
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Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Sept.13 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture _ 345.2 348.6 356.5 394.2 372.6 389.3 163.9 
12 Foodstuffs _...__-____- 379.0 374.1 385.7 422.0 390.8 409.6 169.2 
16 Raw Industrials 278.2 278.3 279.2 276.2 267.8 270.7 148.2 
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Average 1924-26 equals 100 


1946 1947 1945 1943 1941 1939 1938 1937 
High _... 168.83 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low 139.83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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For Profit & Income 





(Continued from page 647) 


cents monthly; and it could very 
well be augmented by a small 
year-end extra. Selling around 24, 
yielding 5% on the regular rate, 
this stock has above-average in- 
vestment merit. 


Growth 


Sutherland Paper has managed 
to grow without sacrifice of profit 
margins. Net income nearly 
doubled from 1929 to 1939, and 
last year was around three times 
that of 1939. Sales were not re- 
vealed back in 1929. However, 
from 1936 through 1947 they rose 
241%. The operating profit mar- 
gin last year was 16.3%, not 
much out of line with the average 
of 16.5% for the war years, or 
with margins in good peacetime 
years, such as 14.6% in 1941, 
14.6% in 1937 and 14.9% in 1936. 
The business—making containers 
from paperboard of the com- 
pany’s own manufacture — Is 
highly specialized and therefore 
largely immune to the price shifts 
which have plagued much of the 
paper industry in the past. It is 
also depression-resistant. Thus, in 
the poor year 1988 sales fell only 
10%, share earnings only 27%. 
Earnings this year will be pretty 
close to last year’s record $6.87 
a share and dividends should at 
least match last year’s $2.50. Pay- 
ments have been continuous since 
1923. The stock is currently sell- 
ing around 42. It is a good one to 
earmark for future purchase. 





Should Govt. Bond Support 
Levels Be Lowered? 
Yes—Says Thomas L. Godey 





(Continued from page 627) 


expansion by putting pressure on 
lenders rather than attempting 
the impossible by fostering a mod- 
erate stiffening of interest rates, 
which in the current economic en- 
vironment is no deterrent to most 
borrowers. 

Fears have been expressed that 
lowering bond supports might not 
only dangerously unsettle the gov- 
ernment bond market, but that it 
might cut down much too sharply 
the country’s credit base at a time 
when much of business activity is 
dependent on availability of ade- 
quate credit. These fears, certain- 
ly in their more radical form, ap- 
pear unjustified. 
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True, there would be some un- 
settlement in the bond market, 
perhaps more anticipatory than 
permanent. However, any serious 
unsettlement, should it actually 
threaten, could be dealt with by 
offering incentives to large hold- 
ers of longterm bonds, not only to 
hold them to maturity but even 
to add to their portfolios. Such in- 
centives could take the form of 
reduced deposit liability on that 
part of deposits invested to ma- 
turity in long term obligations. 
Or it could take the form of lower 
reserve requirements on similarly 
invested funds. Some substitute, 
or let’s call it compensation, for 
withdrawing the 214% rate sup- 
port would probably be in order to 
avoid unsettling repercussions. 
Banks, insurance companies and 
others will continue to require 
heavy government bond invest- 
ments in the interest of liquidity. 
By offering them adequate incen- 
tives to hold them to maturity, 
dangerous market unsettlement 
could no doubt be avoided, while 
by dropping bond support levels, 
credit expansion would at last be 
stopped by rendering unattractive 
the sale of governments and in- 
vesting the proceeds in inflation- 
ary loans. 


Surely yield rates would go up, 
once the authorities let bond 
prices drop, and the Treasury 
would be faced with the necessity 
of paying higher interest on its 
future borrowing and refunding 
activities. However, this higher 
financing cost could and should be 
offset by budgetary economies 
elsewhere—and there is plenty of 
room for it. It is a specious argu- 
ment to say that higher interest 
costs can only add to the tax bur- 
den. If there is a will, they can 
doubtless be readily and fully 
compensated by budget economies. 

Lowering bond supports might, 
temporarily at least, imply great- 
er budgetary and debt manage- 
ment problems, but these hardly 
compare with the danger of 
further inflation. How effective 
such a policy could be is shown by 
the vigorous impact on the entire 
credit situation last year when the 
Federal Reserve System lowered 
its support levels for government 
bonds and raised the rediscount 
rate. It is time to go another step 
in this direction. The very least 
that should be done, and done 
promptly, is to remove the pres- 
ent narrow but expensive pre- 
miums over par. Better still, to 
let bond prices drop a few points 
below par to remove any induce- 


ment to excessive inflationary 
lending. 





Prospects for Machinery 
and Machine Tools 





(Continued from page 640) 


be seen that under current condi- 
tions, price-earnings ratios of 
most concerns in this group are 
relatively low and that on the 
average the yields are inviting. 
Considering the reputation of the 
industry for long term instability, 
this probably reflects investor 
caution and wisdom. But with 
careful selectivity and good tim- 
ing, satisfactory commitments can 
be made in this group by conserv- 
ative investors desiring good in- 
come and a chance for apprecia- 
tion. 

Marketwise, stocks of machin- 
ery companies in general have 
shown rather better recovery 
than most other industrial groups 
from the low point of 1947, and 
improved prospects lately stimu- 
lated speculative interest. The 
Magazine of Wall Street Index of 
machinery shares on September 3 
stood at 160.2 compared with a 
1948 range of high—179.5, low 
136.8. This indicates the group’s 
current better than average 
market position but the wide 
range also points out its degree 
of sensitivity to changes in the 
speculative atmosphere. Being 
highly cyclical, most machinery 
and machine tool company shares 
are naturally also considerably 
speculative. 








Significance of Growing 
American Investments 
Abroad 


(Continued from page 625) 


investments to Latin America in 
the next decade to develop 
strategic resources. The catch is 
that American investors, after 
previous disappointing experi- 
ences, are afraid to sink large 
amounts of new money south of 
the border. Oil firms have been 
going ahead in various countries, 
as previously described. So has 
Anaconda Copper in Chile. Several 
firms have plans for investing $5 
to $10 million in Brazilian man- 
ganese. But generally there is a 
tendency to wait for fairer treat- 
ment, for signs that they will get 
an “even break.” 

Also, American capital will be 
given an opportunity for invest- 
ment in Japan, subject to the gen- 
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eral reconstruction pattern 
evolved by the occupation author- 
ities. Finally, investments in 
Western Europe are being en- 
couraged by longterm ECA guar- 
antees, making for further expan- 
sion of American capital in an 
area otherwise clouded by politi- 
cal instability and, in some cases, 
hostility to capital. 

In short, there is ample proof 
that America is ready to fulfill its 
role as a creditor nation as far as 
private investment is concerned, 
though past results have fre- 
quently been spotty. In the com- 
ing years, American capital will 
doubtless be called upon to play 
an increasingly larger role, for 
economic development in the long 
run can hardly remain the exclu- 
sive purview of governments and 
international institutions. UIlti- 
mately, it is hoped, large scale 
investment in foreign securities 
may again become feasible though 
that is in the more distant future 
—when real peace and stability 
have been restored. Only then can 
private long term investment take 
the place of the extensive Govern- 
ment financing of the postwar era. 





Should Government Bond 
Support Levels Be 
Lowered 


No—Is the View of 
J. S. Williams 
(Continued from page 627) 


wake of the other. Credit is a 
delicate mechanism and drastic 





interference with it can produce. 


disastrous chain reactions. This 
should be avoided by all means, 
and utmost care taken so as not 
to contribute to any weakening 
of our economy at a time when 
there is urgent need to keep it 
strong. 

But quite apart from this, the 
inflationary effect of government 
bond sales—and they have risen 
strongly in recent weeks-—is ex- 
aggerated. Bond market support 
has been largely offset during the 
past year by bond redemptions 
and sales of shortterm securities 
to banks. Thus the direct credit- 
increasing effect of these pur- 
chases, in that they provide new 
cash or reserves for lending, is re- 
duced to the extent that such 
funds are counter-balanced in the 
manner indicated. 

To cite some recent figures. In 
the week ended August 18, the 
Federal Reserve System bought in 
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the open market on balance some 
$194 million worth of bonds. But 
as on many previous occasions, 
sales by the System of shortterm 
securities more than offset these 
purchases, resulting in the Sys- 
tem being a seller on balance, to 
the tune of some $15 million. Sim- 
ilarly, in the week ended Septem- 
ber 1, open market net purchases 
of $178 million worth of bonds 
were exceeded by sale or redemp- 
tion of shortterm securities, re- 
sulting in a net decline of the Sys- 
tem portfolio of $91 million. 


Banks vs. Insurance Cos. 


Hence as far as the banks are 
concerned, the credit supplied by 
bond support has been more than 
offset. Admittedly when it comes 
to sales by insurance companies 
and other non-bank lenders, their 
ability to expand credit is only 


countered by whatever restraint ° 


the banks exert on their own lend- 
ing. From an inflationary stand- 
point it makes little difference 
whether the lending is done by 
banks or others, and the Federal 
Reserve cannot stop non-bank 
lenders from selling their bonds. 
It has to buy them to protect the 
214% longterm rate. 

Obviously, then, the situation 
holds certain inequities; but 
whether these are serious enough 
to warrant a general crack-down 
on credit with unpredictable con- 
sequences is more than open to 
doubt. Nor would it be practical 
to place restrictions on sales; it 
would be difficult to evolve a 
workable formula, would intro- 
duce a hardly desirable element 
of rigidity and last, but not least, 
it would mean a wholly undesir- 
able step towards controls and 
regimentation. 

And when it comes to elimina- 
tion of premiums above par, as 
some suggest, who can say that it 
would deter insurance companies 
or others from liquidating their 
holdings whenever they desired to 
raise additional cash for more 
profitable business loans? I great- 
ly doubt whether it would. It 
would simply make it a little less 


‘profitable. 


Dropping or lowering bond 
pegs, as Mr. Godey correctly 
points out, would naturally result 
in higher yield rates all around, 
increasing the cost of refinancing 
and further Government borrow- 
ing, and thereby the cost of carry- 
ing our huge national debt. To 
strive, in such an event, for com- 
pensating budgetary economies 


elsewhere is an excellent, if per- 
haps somewhat. unrealistic 
thought. More likely, in the light 
of past budget history, a higher 
debt burden would mean either 
more taxes, or would push further 
into the future any prospect of 
additional tax reduction. One way 
or another, the taxpayer would 
pay the bill. 


The Psychological Factor 


Another important aspect is 
the difficulty in gauging the psy- 
chological reaction, were bond 
prices permitted to decline be- 
low par. Heavy liquidation by 
bondholders of every description 
would be certain. It would penal- 
ize the individual bond investor, 
already penalized by the relative- 
ly low return in the face of enor- 
mously higher living costs. In a 
very definite sense, I feel, the 
Government has a moral obliga- 
tion to avoid demoralization of 
the market in its securities. While 
this obligation may not go as far 
as maintenance of premiums 
above par, it does include avoid- 
ance of disastrous market unset- 
tlement. 

Such unsettlement were bound 
to occur. Support levels were re- 
duced once before, and if it were 
done again, investors of all classes 
might readily lose confidence in 
the Government’s intention to 
stop at this juncture. Fearing cuts 
in support prices, the urge to 
liquidate would be strong. 


Would Not Drop Supports Entirely 


To do away with support levels 
entirely is unthinkable. No one 
can maintain that a $252 billion 
national debt could weather the 
ups and downs of an unsponsored 
market. One need only recall what 
happened when the few billion 
Liberty Loan bonds were freed 
from their pegs back in the early 
1920s. While the question at issue 
is not dropping the pegs entirely, 
but merely lowering them, the im- 
pact would be lessened only in 
degree. The Federal Reserve Sys- 
tem would have to stand ready to 
absorb enormous offerings by 
holders unlikely to see the 214% 
bonds sell at a discount; which in 
itself would place a new and 
heavy burden on the fiscal system. 

To sum up: Lowering bond 
supports now would do more 
harm than good, and quite pos- 
sible very great harm. This is not 
the time -to engage in such a 
dangerous experiment. 
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Pros and Cons in 
Rail Equipment 








(Continued from page 643) 
Motive subsidiary, lands the lead- 


ing share of orders for diesel. 


locomotives, but there seems to be 
plenty of business in sight for all 
the established manufacturers in 
the field. At the end of 1947, the 
railroads had in service 4,964 
diesel locomotives compared with 
2,056 in 1941, while they owned 
about 4,500 fewer steam engines. 
At that they still owned more 
than 34,000 steam locomotives 
that eventually may be largely 
replaced by new diesels. 

Aside from rolling stock of 
every description, the railroads 
are: buying substantial quantities 
of modern switching and signal- 
ling devices, and are placing large 
orders for brakes and similar 
equipment. The Interstate Com- 
merce Commission ruling that all 
railroads must be equipped with 
modern safety devices within the 
next few years practically as- 
sures large business for the main 
suppliers of this _ specialized 
equipment for an extended period 
to come. These include Westing- 
house Airbrake, New York Air- 
brake, American Brake Shoe, 
General Railway Signal and 
others. 

To sum up, efficiently managed 
concerns in the railroad equip- 
ment industry are now operating 
with satisfactory earnings, and as 
their backlogs are substantial 
there is good reason to expect 
further improvement when ex- 
perience teaches ways to 
achieve better cost cutting meth- 
ods. No doubt this industry would 
suffer in the event of a major let- 
down in general business activity, 
as it has been prone to do in past 
recessive periods, but during the 
foreseeable future it should enjoy 
abnormal prosperity. 

The problem of cautious in- 
vestors to whom equipment equit- 
ies carry an appeal is to select 
issues with promise of dividend 
stability and opportunities for 
eventual appreciation. From our 
table it will be seen that we have 
assigned a_ satisfactory invest- 
ment rating to the shares of a 
number of concerns in this group, 
and that their yields provide good 
income. Under present market 
conditions rail equipment stocks 
are generally selling about mid- 
way between their high and low 
points for 1948, in contrast to a 
recession of about one-third in the 
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travel pleasure... 








9.000 miles a day of 
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HIAWATHAS are now in opera- 
tion north, northwest and west 
from Chicago. Look at the map! 

There are brand new H1awa- 
THAS taking to the rails... new 
equipment on existing H1awa- 
THAS...a total of nine thousand 
miles a day of Hiawatha service! 

New Hiawatha equipment in- 
cludes cars with the glass-roofed 
Skytop Lounge, and new-type 
drawing room parlor cars. There 


are spacious diners with fresh dec- 
orative schemes, Tip Top Tap 
cars with snack sections and 
cocktail rooms, reclining chair 
coaches with big lounging rooms. 
Look at the map. Next time 
you're in Milwaukee Road terri- 
tory, we invite you to ride the 
HiaAwATHAS for a new travel 
thrill. H. Sengstacken, Passen- 
ger Traffic Manager, 708 Union 
Station, Chicago 6, Illinois. 


THE MILWAUKEE Roap 


The friendly Railroad of the friendly West 








similar range for the larger in- 
dustrial groups, as measured by 
the Magazine of Wall Street in- 
dices. In other words, many of 
the equipment shares seem rea- 
sonably priced and should have 
room for appreciation in any 
broad market upturn. 





Answers To Inquiries 





(Continued from page 648) 
Insurance Company, the insur- 
ance subsidiary of Associates In- 
vestment Company, showed con- 
solidated net earnings of $675,688 
after provision for taxes and all 


reserves. Premiums written in the 
period totalled $8,658,381 as com- 
pared with $3,905,410 in the first 
six months of 1947, and unearned 
premiums increased from $3,945,- 
531, at June 30, 1947, to $8,185,-. 
969 at the same date in 1948. 
During the 1948 period the 
company curtailed its expansion 
program, established a more con- 
servative policy in respect to re- 
ceivables secured by used automo- 
biles, and devoted more time and 
effort to the training and sea- 
soning of its new employees. 
Dividends thus far this year 
have amounted to $1.50 per share. 
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Walter Kidde & Company, Inc. 

“Please report recent earnings and 
bookings of Walter Kidde & Company.” 

B.A., Sandusky, Ohio 

Consolidated sales of Walter 
Kidde & Company for the first six 
months of 1948, exclusive of those 
_ of foreign subsidiaries, amounted 
to $5,773,000 as compared to $6,- 
324,000 for the same period of 
1947. A dividend of $77,767, at 
the current rate of exchange, was 
received from Walter Kidde & 
Company, Ltd., the English sub- 
sidiary, in April. 

While the company’s sales were 
slightly below those of last year 
for the six months period, they 
were more profitable than last 
year’s. Including the dividend 
from the subsidiary in England, 
company’s net income for the first 
half of 1948 was $351,000, com- 
pared to $173,000 in 1947. This 
year’s first half’s earnings are 
equivalent to $1.51 per share of 
common stock after provision for 
the preferred dividend, compared 
to last year’s figures of 76¢ a 
share. After payment of the pre- 
ferred dividend, and the common 
dividend of 50¢ per share, $173,- 
000 was transferred to surplus. 

Bookings of Walter Kidde & 


Company, Inc., in the first half’ 


year amounted to $5,900,000. This 
is $200,000 above 1947. Unfilled 
orders on hand June 30, 1948 
were $3,500,000 as compared to 
$3,000,000 a year ago. Dividend 
payments so far this year have 
amounted to 75¢ per share. 





France’s Perennial Crisis 





(Continued from page 633) 


followed by a rise in costs, will 
make another devaluation of the 
official franc (214 to the dollar) 
inevitable. And the rate may be 
even lower than the present offi- 
cial free franc (306 to the dollar). 

About the only ray of hope is 
that whatever French Govern- 
ment is in existence when the 
wave of inflation caused by the 
latest wage increase is spent, will 
make use of powers voted by the 
National Assembly to the Marie 
“Government last month to carry 
out the Reynaud Program. If 
France is to have a real recovery, 
and if she is not to succumb to 
the extreme left or right, the 
Reynaud Plan or an equivalent of 
it will have to be carried out. 
Austerity, tightening the belt, 
and a drastic deflationary policy 
that would stabilize the franc can- 
not be avoided. 
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Meanwhile France’s weakness 
is once more making her an un- 
certain partner in the united 
western front against Soviet 
Russia. Recurrent French instabil- 
ity is not only undermining west- 
ern unity against Soviet aggres- 
sion, it is bound to strengthen 
Soviet aims and machinations, 
and will improve communist 
chances to create political turmoil. 
The prospect of elections, in spite 
of Mr. Queuille’s effort to hold 
his coalition together, neverthe- 
less looms nearer with all its dis- 
quieting possibilities. For it is 
only natural that the French peo- 
ple inevitably will tend to think 
more and more of the extreme left 
and right as a way out of their 
difficulties, and this is far from 
reassuring—not only for France 
but for Europe and the entire 
West in their battle against the 
terror and the tyranny of the 
Soviet East. 





Divergent Earnings Trends 
for Metal Companies 





(Continued from page 637) 
Association recently reported 
that this fell short of civilian 
demand alone by about half a bil- 
lion pounds. Now that the defense 
program promises to swell the 
demand for aluminum from the 
aircraft industry, the pinch upon 
supply will become intensified. 

Due to the shortage of steel and 
copper, manufacturers of every- 
thing from automobiles, railroad 
cars and roofing to ash trays have 
turned to more expensive alu- 
minum in a big way. This inter- 
product competition has led to 
the introduction of thousands of 
new items made of the new metal, 
with cost factors increasingly fa- 
voring aluminum as the prices for 
steel and copper sharply ad- 
vanced, while aluminum prices 
until very recently held stable at 
15 cents per pound. Though alu- 
minum prices rose a few weeks 
ago to 16 cents per pound, the 
rise was trifling compared with 
that of other metals. Due to the 
practical exhaustion of Govern- 
ment owned and producers’ sup- 
plies of surplus aluminum, plus 
the imminence of _ stockpiling, 
there seems to be slim chance that 
demand can approach a desirable 
balance with supply for years to 
come. 

To process the basic alumina 
ore entails a heavy burden upon 
electric power supply. Since the 
end of the war, five year leases of 


DPC plants have lifted domestic 
capacity to about 650,000 tons, or 
more than double the 1941 figure. 
But shortage of cheap electric 
power seems to have placed a bar- 
rier against further current ex- 
pansion for a while. Aluminum 
Company of America is building 
a large new plant in Texas to be 
powered with electricity gener- 
ated by natural gas but about two 
years may elapse before comple- 
tion. 

As matters stand now, ALCOA 
controls about 325,000 tons of 
total domestic aluminum produc- 
tion, Reynolds Metals 190,000 
tons and Kaiser interests 108,000 
tons. Aluminium Company Limited 
has made strides in expanding 
Canadian output, with present 
capacity of 500,000 tons com- 
pared with only 80,000 in prewar. 
Our leading domestic aluminum 
concerns are fully integrated, 
with ALCOA accounting for about 
50% of rolling mill capacity, and 
all three of the large competitors 
engage in broad scale fabricating 
activities. In the latter sphere, 
importation of ingots from Can- 
ada and supplies of some 350,000 
tons of secondary aluminum an- 
nually help to alleviate the cur- 
rent shortage, but still fail to 
cover all needs. 

Despite higher wage costs and 
freight rates, net earnings of the 
leading producers of aluminum 
will probably trend higher during 
the current year. Since 1947 
proved very satisfactory for both 
ALCOA and Reynolds, prospects 
of further improvement add spec- 
ulative attraction to their shares. 
While, as we have pointed out, 
the longer term outlook for this 
industry is bright, profit margins 
of the leading concerns may nar- 
row when prices for competitive 
metals start to recede, as they 
probably will do eventually. For 
quite a while, though, dividends 
on aluminum shares should be 
well protected by earnings. 

Demand for lead and zinc like- 
wise continues far stronger than 
supply. In consequence, lead prices 
were lifted recently to around 19 
cents per pound, compared with 
1714 cents at midyear and 15 
cents in April. Zinc is now quoted 
at 15 cents per pound against 
101% cents last January. The zinc 
mines have been troubled with 
protracted strikes this year with 


' the result that last year’s output 


of 625,000 tons may not be 
equalled in 1948. Then withdrawal 
of 162,000 tons of zinc into the 
Federal stockpile served to stimu- 
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late prices already pushed up by 
unceasing pressure from the gal- 
vanizing and brass mills. As for 
lead supplies, the failure to de- 
velop new ore sources has served 
to restrict steps to meet the cur- 
rent heavy demand from battery 
manufacturers, pigment makers, 
producers of cable covering, and 
the building industry. 

During 1947 domestic produc- 
tion of lead totalled around 375,- 
000 short tons, whereas current 
consumption is at a rate in excess 
of one million tons. Canada, Mex- 
ico and Australia must be looked 
to for supplying the deficiency, 
and under current conditions the 
tariff of about 1 cent per pound 
on pig lead and 34 of a cent on 
ore is easily absorbed by our 
domestic markets. Since foreign 
demand normally does not absorb 
all foreign-produced lead not re- 
quired by the United States, the 
price here is heavily influenced 
by available supplies from abroad, 
and for this reason is subject to 
wide cyclical fluctuations. 

The two American companies 
that account for about 65% of 
domestic lead sales, St. Joseph 
Lead and American Smelting & 
Refining, are strong financially 
and have unbroken dividend rec- 
ords for more than a decade past. 
They have an operating advan- 
tage in never selling more than 
two months in advance, hence 
rather easily keep production in 
balance with demand. Both of 
these concerns are achieving earn- 
ings above normal at present, 
though strikes and high costs 
have brought a slight downtrend 
during 1948. The same is true of 
Eagle Picher, with both strikes 
and scant supplies of purchased 
metals adversely affecting sales 
this year. Depletion of the com- 
pany’s ore reserves have forced it 
to rely heavily upon outside 
sources of supply. 

Other non-ferrous metals, such 
as tin and nickel, are produced 
in negligible quantities in the 
United States, though their con- 
sumption here is_ substantial. 
About 40% of world production 
of tin is taken by American buy- 
ers and the price of this metal has 
been pushed up to more than one 
dollar per pound of late, com- 
pared with about 63 cents a few 
years ago. International Nickel 
produces about 80% of the world 
output of nickel, so much in de- 
mand for steel alloys, and the im- 
proved earnings of this concern 
reflect the benefit of substantial 
demand and firmer prices. Man- 
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ganese, another metal extensively 
used by makers of alloys, is 
mined to a modest extent by a 
subsidiary of Anaconda Copper 
in Montana, but our economy is 
largely dependent upon imports 
from Russia, Africa, Cuba and 
Brazil. 

Now that prices for non-ferrous 
metals have reached a new peak 
for the current year, it is prob- 
able that second half year earn- 
ings of the high cost producers 
will improve over the first six 
months. Those with low costs 
should accomplish even better 


gains. This indicates a satisfac- 
tory degree of dividend stability 
during the intermediate term for 
most concerns in this group. 





Another Look at the Movies 





(Continued from page 645) 
forming. The picture concerns, 
too, will enjoy a permanent ad- 
vantage in their larger screens 
and the appeal of their away- 
from-home atmosphere in the 
theaters. 

The glamour of the moving pic- 
ture industry has always aroused 
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“Call for 
PoP MORRIS” 


New York, N. Y. 
September 14, 1948. 


Philip Morris & Co. Ltd. Inc. 


The regular quarterly dividend of 
$1.00 per share on the Cumulative Pre- 
ferred Stock, 4% Series, and the regu- 
lar quarterly dividend of 90¢ per share 
on the Cumulative Preferred Stock, 
3.60% Series have been declared pay- 
able November 1, 1948 to holders of 
Preferred Stock of the respective series 
of .ecord at the close of business on 
October 14, 1948. 

There has also been declared the 
quarterly dividend of 37%¢ per share 
on the Common Stock, ($5 Par), pay- 
able October 15, 1948 to holders of 
Common Stock of record at the close 
of business on September 30, 1948. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 

10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock cf the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 

L. G. HANSON, Treasurer. 
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THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has 
declared this day the following dividends: 


Common Stock—No. 55 and No. 56 


Recutar QuaRTERLyY ...-- 15¢ per share 
BxERA ccccscccrveccovcces 15¢ per share 
TORO: waves cesecoavae 30¢ per share 


payable on November 15, 1948, to holders of 

record at close of business October 5, 1948. 

Dare Parker 
Secretary 








September 9, 1948 








speculative activity among profit- 
minded investors, and the vola- 
tile characteristics of share prices 
in this group have been marked. 
Under the conditions we have dis- 
cussed, it is hardly surprising 
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that the popularity of movie 
shares has waned sharply in re- 
cent months. A _ representative 
group in this division was recent- 
ly priced at about 45% of the 
1946 high, and an accumulation 
of uncertainties has depressed 
the shares rather faster in recent 
months than the general market. 
All issues of the major concerns 
in the industry appear to us very 
well deflated, but market psychol- 
ogy may push them still lower, 
hence their appeal for the time 
being is limited. Undeniably the 
dividend stability of several has 
been adversely affected by the 
downtrend in earnings and as 
1948 progresses, slim chance of 
improvement seems in sight. 

Granted confidence in the able 
managements and financial re- 
sources of the leading concerns, 
however, shareholders in some of 
the better situated carefully se- 
lected companies may be justified 
in feeling that the worst condi- 
tions in the industry may soon be 
passed and that an improvement 
is in store. This might apply par- 
ticularly to Loews, Twentieth 
Century-Fox, Paramount and 
Warner Bros. 





What's Ahead for the 
Liquors 





(Continued from page 641) 


slim, due to high operating costs 
and the stiff Federal excise tax, 
but promotional expenses may 
now expand fast. 

While for a time to come, the 
relatively few distillers who now 
dominate the industry may find 
their problems simplified with 
fewer competitors in the field, 
later on these advantages could 
lose their force. This potential 
looms up in the form of possible, 
indeed probable overcapacity in 
relation to anything approaching 
normal demand. The wartime ex- 
pansion of Government financed 
plants to produce industrial alco- 
hol swelled total distilling capacity 
throughout the country to around 
900 million gallons annually. Since 
even in such a lush peacetime year 
for the distillers as 1946, peak 
demand from consumers absorbed 
230 million gallons only, it can 
readily be envisaged that the 
threat of overproduction could 
easily materialize. 

It might appear simple to close 
down plants to keep production 
within desirable limits but shut- 
down expenses can be a very heavy 


drag upon operating profits. Then, 
if some Government owned plants 
are disposed of to newcomers, that 
would only tend to stir up competi- 
tion on a broader scale. Right now 
the concentration of whiskey sup- 
plies in a few hands is a stabilizing 
influence, for practically no out- 
side stocks remain in the posses- 
sion of smaller concerns, some of 
which sold a lot of aged whiskey 
to their big competitors last year. 
Within a year or so, however, the 
strongest units in the industry 
may find themselves with far more 
4-year-old stock on hand than they 
can easily dispose of, and their 
capital needs to carry it may not 
diminish as now perhaps hoped 
for. 


Big Working Capital Needs 


Even now, the necessity of bor- 
rowing very large sums to support 
swollen inventories of aging whis- 
kies has reduced the chances for 
more liberal dividend policies in 
the industry. At the beginning of 
the current year, for example, 
Schenley showed bank loans of 
$125 million, and during the 
spring Distillers-Seagrams ex- 
panded its available credit re- 
sources to $225 million. Banks 
consider risks based upon whiskey 
in bonded warehouse as prime col- 
lateral, but the time will come 
when these loans will have to be 
liquidated through sales in the 
normal process, so that overpro- 
duction would create substantial 
problems. 

Former difficulties in acquir- 
ing adequate supplies of neutral 
spirits from grain, to blend with 
well-known brands of whiskies, 
have completely vanished now that 
all kinds of grain are in abundant 
supply. Distillers-Seagrams stuck 
rigidly to the use of grain spirits 
last year, gaining marked sales ad- 
vantages by this policy. While 
other forms of spirits, such as 
those mad from cane and potatoes, 
have equal purity and strength, 
other distillers who used them in 
blends found to their regret that 
they were less readily saleable, for 
consumers became cautious when 
labels disclosed their origin as re- 
quired by law. 

During near term months, 
Schenley will have an advantage 
in holding the largest inventory 
of aged liquor, for sale either as 
straight whiskey or in blends, and 
its diversified production of rum, 
gin, wines and chemicals will help 
to swell volume. Distillers-Sea- 
grams, though, gained sales at the 
expense of Schenley last year, 
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pushing volume up to a record 
high in the industry of $628 mil- 
lion, and through concentration 
solely upon blended whiskies made 
from grain spirits. 


Brand popularity has now be- 
come the crux of competitive prob- 
lems among the major distillers 
and as matters now stand, 10 
brands of whiskey account for the 
bulk of total industry sales in this 
division. What remains an open 
question is whether consumers in 
the future will tend to buy large 
quantities of more profitable 
straight whiskey at higher prices 
or lean towards the more econom- 
ical blends. In attempting to find 
the best solution, managerial pol- 
icies of the various distillers will 
increasingly differ from now on, 
with success hinging upon promo- 
tional efforts partly and upon the 
unpredictable element of con- 
sumer preference. - 


Shares in the distilling group 
have followed the general market 
pattern rather closely in recent 
months. Hence low price-earnings 
ratios and high yields are now the 
rule, as our appended table shows. 
As long as no serious downturn in 
consumer income occurs, the lead- 
ing distillers should continue to 
report relatively high sales and 
satisfactory earnings. As we have 
pointed out, furthermore, their 
road ahead will probably become 
increasingly smoother from the 
operating angle. 


Generally, their shares appear 
reasonably priced in relation to 
prospective results over the inter- 
mediate term, particularly such 
leaders as Distillers-Seagrams and 
Schenley, though they are natur- 
ally vulnerable to any future de- 
cline in consumer spending power. 





Waning Industrial 
Expansion 





(Continued from page 622) 


where expansion plans are deter- 
mined by the outlook for general 
business conditions. 


In more than one sense, the hesi- 
tation now observed is salutary in 
that it tends to limit the risk of 
overexpansion even though it may 
ultimately weaken one of the 
major props of the boom. At the 
present stage, the latter appears 
less dangerous in its overall im- 
plications than the former would 
be in the long run, by intensifying 
any future recession in business. 
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Market Seeking 
Realistic Levels 
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been extensive psychological prep- 
aration which will tend to miti- 
gate the impact. But the fact 
remains that earnings will be 
sharply lower, dividends moder- 
ately lower; and that many in- 
vestors will, as usual, do their 
selling only when these conditions 
materialize. In short, we can offer 
no assurance that the 163-165 
level will not ultimately be bro- 
ken. A highly cautious invest- 
ment policy remains called for, 
with real peace distant and with 
inflation probably topping out. 

—Monday, September 20. 








BOOK REVIEWS 


MIRABEAU 
By Vallentin 

Here is a rounded biography of the 
great eighteenth century French writer 
and statesman, whose influence on the 
French Revolution was decisive. Mira- 
beau was aman of magnetic personality; 
the story of his private life is fascinat- 
ing, and he was a public figure of un- 
rivaled importance in one of the most 
stirring times in history. It is our good 
fortune that his life has attracted Mme. 
Vallentin as biographer. Her Leonardo 
da Vinci, published in 1938, amply af- 
firmed her powers, and she gives us in 
Mirabeau another brilliant picture of a 
man and his era. 
Viking $5.00 








A NATIONAL POLICY 
FOR THE OIL INDUSTRY 
By Eugene Rostow 

An investigation of the forces which 
determine prices and output in the petro- 
leum industry, the law which defines 
public policy, and alternative policies the 
industry might adopt in the national in- 
terest. The first volume in a series of 
STUDIES IN NATIONAL POLICY. 
Yale University Press $2.50 


THE OUTER EDGES 
By Charles Jackson 

A story of murder by the author of 
The Lost Weekend and The Fall of 
Valor. Here is the psychological effect of 
brutal, wanton murder on the casual ob- 
server as well as on the people directly 
involved whose passions and instincts 
are aroused by sensation-featuring tab- 
loids. 
Rinehart $2.75 


GS. 


MINERALS & CHEMICAL 
CORPORATION 
General Offices 
20 North Wacker Drive, Chicago 


* 


Dividends were declared by the 
Board of Directors on 
September 9, 1948, as follows: 


4% Cumulative Preferred Stock 
26th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40c) per share. 


Both dividends are payable September 30, 
1948, to stockholders of record at the 
close of business September 20, 1948 


Checks will be mailed by the 
Bankers Trust Company of New York 


Robert P. Resch 
Vice President and Treasurer 
* 


Mining and Manufacturing 
Phosphate e Potash e Fertilizer @ Chemicals 
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Allen B. Du Mont Laboratories, Inc. 


PREFERRED 
DIVIDEND 


An initial quarterly dividend of 144% 
(25c per share) has been declared this 
day on the outstanding 5% Cumulative 
Convertible Preferred Stock of Allen B. 
Du Mont Laboratories, Inc. for the period 
commencing July 1, 1948 and ending 
September 30, 1948, payable on Octo- 
ber 1, 1948 to share holders of record at 
the close of business on September 15, 
1948. 

Paul Raibourn 


Treasurer 
September 8, 1948. 








Exide 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


192nd Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of seventy-five cents ($.75) per 
share on the Common Stock, payable 
September 30, 1948, to stockholders of 
record at the close of business on Sep- 
tember 20, 1948. Checks will be mailed. 


H. C. ALLAN 
Secretary and Treasurer 
Philadelphia 32, September 10, 1948 
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CONSOLIDATED 
NATURAL GAS 


COMPANY 
30 Rockefeller Plaza 
New York 20, N. Y. 

DIVIDEND No. 10 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar ($1.00) per share 
on the capital stock of the Com- 
pany, payable on November 15, 
1948, to stockholders of record 
at the close of business Octo- 
ber 15, 1948. 


E. E. DUVALL, Secretary = 
September 16, 1948 = 
































JOHN MORRELL & CO. 


DIVIDEND NO. 77 

A dividend of Thirty- 
Seven and One-Half 
Cents ($0.375) per share 
on the capital stock of 
John Morrell & Co. will 
be paid October 30,1948, to stockholders 
of record October 9, 1948, as shown on 
the books of the Company. 

Ottumwa, lowa. George A. Morrell, Vice Pres. & Treas. 
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BOOK REVIEWS 


THE MEMOIRS OF CORDELL HULL 

All thinking Americans will want to 
read this great work for its illuminating 
insight into the tumultuous period 
through which they lived. From begin- 
ning to end, Cordell Hull’s Memoirs are 
packed with inside information on gov- 
ernment in the United States. The early 
chapters, with their vigorous portrayal 
of political battles in his home state, in 
Congress and on the national scene, offer 
rare enjoyment and enlightment. A 
downright, homespun quality permeates 
the entire book in which Mr. Hull surely 
lives up to the aim stated in his Fore- 
word: “I have tried to be as frank, im- 
partial and accurate as is humanly 
possible.” 

This book comes in two handsome 
octavo volumes, beautifully printed, and 
bound in maroon Bancroft linen stamped 
in gold, protected by glassine jackets 
and boxed in a labele:, blue slip case. 
MacMillan $10.00 


HOW TO READ THE FINANCIAL 
SECTION OF A NEWSPAPER 
By C. Norman Stabler 

This handy book, by the Business and 
Financial Editor of the New York 
Herald Tribune, is designed to acquaint 
readers with the valuable features found 
in the business and financial sections of 
a large metropolitan newspaper. It has 
been used by educators to familiarize 
students with the various financial 
terms, to assist them in interpreting 
stories, reading statistical tables, etc. 
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The business man will find it a helpful 
“refreshener”. 
New York Herald Tribune 


$1.00 


COLLECTIVE BARGAINING 
IN THE OFFICE 


Survey of Personnel Practices 
in Unionized Offices 
The above are Research Reports Num- 

bers 12 and 13 respectively, just pub- 
lished by the American Management 
Association. The first report covers the 
entire scope of collective bargaining in 
the office and presents actual contract 
clauses. It is a comparative study that 
stresses the difference in various pro- 
visions on union security, management 
prerogatives, job evaluation, seniority, 
vacations, sick leaves, insurance, griev- 
ance adjustments, etc. The second study 
present statistical data on the fre- 
quency of prevailing personnel prac- 
tices both for offices in manufacturing 
companies and for offices in general 
commercial firms, with appropriate 
breakdowns. Both volumes have a defin- 
ite place in management’s planning. 
American Management Association 

Report No. 12 $5.00 

Report No. 13 3.00 


TESTED PUBLIC RELATIONS 
AND PUBLICITY PROCEDURE 
Edited by Herbert M. Baus 

This book is a veritable encyclopedia 
of ways and means to produce favorable 
Public Relations and Publicity. It shows 
you how to proceed profitably, what to 
avoid, how to influence for the good of 
employees, the community, your organi- 
zation, etc. It provides positive means 
for getting the most out of every Public 
Relations program, with a check list for 
every major function. Altogether, the 
book contains more than 1,400 Public 
Relations and Publicity procedures, with 
actual case histories of what has worked 
for others, how to apply it to your own 
plans and problems, how to make up a 
publicity budget, and many other phases 
in the vitally important but often mis- 
understood dealings with the public. The 
answer to numerous questions is herein 
provided, together with colored charts 
graphically illustrating how to influence 
the public favorably. You can read how 
some of the country’s leading corpora- 
tions have handled their Public Relations 
programs. The author is a widely known 
authority in this field, having produced 
several works which have met with fa- 
vorable reception. 
National Research Bureau, Inc. 


FREDERIC REMINGTON 
By Harold McCracken 

Here is the glamour of the Old West 
caught forever in the art of its greatest 
painter. This first comprehensive volume 
on Remington contains a full biography 
and 83 reproductions of his work — 32 
in full color. A superb gift book. 
Lippincott 


$30.00 


$10.00 
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rebellion, while it is still possible, 
is bound to become more likely 
everywhere as Russian policies 
force down living standards and 
reshape the political habits of the 
Eastern European peoples. Only 
by taking direct control can the 
Kremlin make sure that rebellion 
will not assume unmanageable 
torms. 

But if we appease the Soviets 
further, resistance to them will 
collapse and we shall deliver the 
satellites hopelessly into the So- 
viet hands, enabling the Kremlin 
to consolidate its position by tak- 
ing the final step of crushing the 
last remnants of independence 
and resistance among them. 

We cannot afford this to hap- 
pen. Not only would it mean a 
major defeat for western power 
and prestige; our position in 
Europe, and the world, would be 
seriously undermined. The crisis 
then would merely enter a new 
and more serious stage. 

There is every reason to be- 
lieve that Russia will prefer not 
to initiate a war with us, not to 
pull the trigger. She will prefer 
to stop short of inciting us to do 
so, in Berlin and elsewhere. Eco- 
nomic chaos rather than war is 
her principal weapon, hence her 
hostility to the Marshall plan, her 
hostility to restore peace and eco- 
nomic health to a war-town 
world. The cold war waged by 
Russia is part of this overall de- 
sign for chaos, for well she real- 
izes that a cold war in the long 
run could bankrupt even us. 
Hence her play for time; hence, 
also, the urgent need for us to 
call the Soviet bluff. For the hot- 
ter the cold war waxes, the 
greater its burden on the free 
nations, the weaker their posi- 
tion when Russia holds the time 
ripe for a final showdown. 

Stalin seems to have decided 
that the two worlds cannot live 
side by side. Realism points de- 
cisively to the necessity of a show- 
down now, whatever the price, 
lest the price later be unbearable. 
It is a hard choice for us to make, 
but better to face it now than in 
the future against poorer odds. 
Calling the Soviet bluff — will 
hasten the break-up of the com- 
munist structure built by force 
and terror. To delay it will not 
strengthen our position, nor will 
it assure us “peace in our times.” 
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In this major market revaluation when the investment 
action you take is vital to preserving and building capital 
and income... we suggest that you turn to THE FoRECAST 
just as you would consult your lawyer, doctor, architect, 
etc., for professional advice. FORECAST SERVICE will pro- 
vide you with the essentials you need in conducting a 
sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 
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your independent holdings and | 
to our recommendations. In- |, 
cluded . . . with graphs... . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead... and |}, 
has gauged the movements of | 
1947-1948 with high accuracy. 
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to you of satisfactory 
service is based on... 
—Our substantial growth in clientele over 
the past few years; 
—Our staff and facilities; 
—Our outstanding record .. . 
better than the market; 
—Our more than 30 years experience ; 
—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
| permanent part of your investment program. 


Continuous Consultation 


You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 


consistently 





to hold . . . switch ... or close 
out. 
A Plus Service . . . These con- 
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4l] recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . bonds and preferreds as well as 
common stocks. 
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worth hundreds and thousands of 
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in keeping your position adjusted to the market’s out- 
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Enroll NOW to receive our definite recommendations of 
“Undervalued Securities for Profit and Income” now be- 
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this time, you also have the advantage of our Special Offer 
before rates are increased. Mail coupon below. 
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Of course, it won’t actually mend a tear... but a penny spent on a 
postcard to mail the coupon below, can be the first step in plugging 

a hole that may be costing your business thousands of dollars a year... 
in loss from NOISE. 


Noise is like a poison. It saps vitality . . . breeds mistakes . . . cuts production, 
You can stop this drain on your profits with Acousti-Celotex sound conditioning. 
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than with any other material. 


So send in the coupon. It will bring you a free copy of “25 Questions and 
Answers about Sound Conditioning”’. 


The information in this booklet is based on experience from installations 
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